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| THE JOURNAL OF BANKING, 


BY WILLIAM M. GOUGE. 


THIS JOURNAL WILL CONTAIN, 


ist. A new edition of ** A Short History of Paper Mone 
and Banking in the United States " hy Wm. M. Gouge, wit 
corrections and additions, bringing the n tive down to 


the nt time. 

Od. Essays on Banking, ends Exchanges and kindred 
topics, in which efforts will be made to place these subjects 
in the clearest light possible. 

3d. A semi-monthly review of THe Times, embracing the 
most important events, especially those which relate to the 
money and produce markets, and which affect the general 
operations of business. > a 

4th. Such miscellaneous matter as will, while it will add 
to the interests of the work, subserve its main object, which 
is that of showing the true character of our paper money and 
banking system, and the effect it bas on the morals and hap- 
piness of different classes of the community. 

This Journal will be especiaily intended for Farmers and 
Mechanics, but it is hoped it will not prove unuseful to Mer- 
chants and other productive members of society. 

It will be published once every two weeks. Each number 
will contain sixteen pages octavo, double column, with the 
leaves stitched and cut, thus uniting the advantages of the 
open sheet with a form convenient for eee, 

The paper will be fair, and the type good. The price 
will be, - 

For one copy, one dollar and fifty cents a year. 

For four copies, five dollars, or one dollar and twenty-five 
cents each. 

Por ten copies, ten dollars, or one dollar each. 

In all case; , subscriptions must be paid in advance. 








TO THE READER. 


A periodical of this kind can obtain general cir- 
culation, only through the assistance of those who 
are friendly to the objects it is designed to advance. 
With a view of securing such assistance, a letter, 
with a copy of the prospectus, was, on the 5th of 
May last, sent to a number of gentlemen, but as 
it was found impossible thus to address all whom 
it was desirable to address, it is respectfully re- 
quested that every one into whose hands this num- 
ber of the Journal of Banking will fall, and who 
is friendly to the undertaking, will consider the 
letter which follows, as addressed to him person- 
ally—as much so as if it was superscribed with 
hisown name, and was throughout in the hand- 
writing of the subscriber. 


Philadelphia, May 5th, 1841. 


Sir, 

{ take the liberty to forward to you a prospectus 
of a new periodical I propose to publish, and, if 
the design meets your approbation, to solicit your 
kind exertions in its behalf. 

_ Many persons have urged me to publish a new 
edition of the “ Short History of Paper Money and 
Banking in the United States,” with a continua- 
tion, bringing down the narrative to the present 
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time. Eight years have elapsed since it was first 
presented to the public, and in this interval many 
incidents have occurred strikingly illustrative of 
the nature of our paper money and banking system. 
I have collected materials for the continuation of 
the history, and being no longer in the public ser- 
vice, have now leisure to execute the work. 

For various reasons the periodical form of pub 
lication is preferred. The semi-monthly review 
will embrace a collection of facts having a direct 
bearing on the immediate interests of all who are 
engaged in business of any kind ; and being given 
in connection with the history, will unite the pre- 
sent with the past. Arguments and illustrations 
necessary for the perfect understanding of the 
system, will be introduced in the form of Essays, 
without breaking the continuity of the narrative. 
In its main features, however, “The Journal of 
Banking” will be historical, and, as “ history is 
philosophy teaching by example,” it is thought 
this will be the most effective way of diffusing 
the truth in relation to a subject in which every 
member of the community is deeply interested. 

The price of the work has been fixed very low, 
with the intent of placing it within the reach of 
all who feel disposed to study the important to- 
pics of which it will treat.” The deduction to 
those who take five or ten copies is intended to 
facilitate collections, and to afford to those who 
may be kind enough to collect subscribers and 
forward remittances, an opportunity, if so dis 
poeeds to compensate themselves for their trou- 

e. 

At the low price fixed upon, a considerable 
number of subscribers will be necessary to defray 
the cost of printing and paper, and as no merely 
local patronage would be sufficient to support a 
Journal of this kind, it is hoped that those friend- 
ly to the undertaking in different parts of the 
country will send in their names as soon as pos- 
sible. Iam, Very Respectfully, 

Your Obedient Servant, 
Wa. M. Gover. 


P. S. Postmasters have a right to frank letters 
written by themselves, containing subscriptions 
for periodicals and remittances in payment for 
the same. : 





(<r Our regular days of publication, will be 
the alternate Wednesdays of each month. We 


choose the middle of the week because the mail is . 


then least likely to be overloaded with periodicals, 
and distant subscribers will be able to count with 
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more confidence on receiving their numbers with 
punctuality. 

At the suggestion of several friends, we have 
been induced to issue some copies of the first num- 
ber in anticipation of the regular day of publica- 
tion, in order to give to those who may wish to 
subscribe, some more definite idea of the general 
plan and appearance of the work, than can be con- 
veyed by a mere prospectus. 

Such arrangements have been made as to in- 
sure the publication of the work for one year, 
whether we lose or gain by it. 


THE TIMES. 


In several respects, the present times more 
nearly resemble those of 1819, and the years im- 
mediately succeeding, than any other period in 
our country’s history. 

Then, as now, the Banks, after having been 
enormously inflated, suddenly collapsed, and spread 
ruin and destruction every where around them. 

Then, as now, enterprise was chilled, because 
men knew not what a day would bring forth. 

Then, as now, the country was burdened with 
a heavy public debt. The case is not materially 
altered by the fact that the debt pressed then im- 
mediately on the Federal Government, and that 
it now presses on the States. 

Then, individuals owed millions on millions 
more than they could pay. 

Then, capitalists could with difficulty find safe 
and profitable investments, and labourers were 
consequently left without employment. 

Then, wages and the prices of land, and of com- 
modities generally, fell greatly. 

Then, as now, the troubles of the times were 
occasioned in part by extensive speculations in the 
public lands. 

Then, a strong party were calling aloud for re- 
lief measures, : 

Then, owing to the derangement of many of 
the operations of industry, vice increased and 
crime abounded. ~ 

In these particulars the present times bear a 
close resemblance to the times of 1819, and some 
subsequent years. In other respects they differ. 

The Bank revulsion is now more extensive. 
Through the period above alluded to, the great 
body of the Banks in the Atlantic States, at 
least those north of ‘North Carolina, and, we 
be:ieve, those of Mississippi and Louisiana, main- 
tained specie payments. Now, all the Banks to 
the south and west of New York, with the ex- 
ception of certain Banks in East Jersey, the Bank 
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of the State of Missouri, and perhaps the Banks of 
Charleston, S. C. are im a state of suspension. 
The Banks of Ohio profess to pay specie; but, 
from the best accounts we can gather, their prac- 
tice but ill accords with their profession. 

Then, the public debt was a burden on the 
Federal Government: now, it is a burden on the 
States. 

The States were not then, as they are now, in- 
volved in extensive, and, in most cases, injudicious 
schemes of public improvement. 

Then there was a Bank of the United States, 
with a capital of thirty-five millions, in full opera- 
tion. Now, we are without that blessing or that . 
evil, just which the reader may be pleased to con- 
sider it. 

The public distress is the same in kind that it 
was from 1818-19 to 1823-24, but differs from it 
in degree. The reader who has not turned Ins 
attention to the past, will be surprised to learn 
that the sufferings of the present day are much 
less than those that were aforetime experienced. 

Our large cities were not half as populous then 
as they are now, yet, according to Niles’ Regis- 
ter, at one season in 1819, there were 10,000 able 
bodied men in New York daily seeking for em- 
ployment, or, adding the women, 20,000 persons 
who desired something to do; in Philadelphia 
20,000 persons were in like condition; and, in 
Baltimore, 10,000 were in unsteady employment, 
or actually suffering because they could not get 
employment. 

Neither is the fall of prices as great now as it 
was then. According to the testimony of a Di- 
rector in the United States Bank, houses in Phila- 
delphia which used to rent for 1200 dollarsa year, 
brought in 1820 no more than 450 dollars; fuel 
which used to cost 12 dollars fell to 54 dollars; 
flour fell from 11 dollars to 4 dollars a barrel; 
beef, from 25 cents to 8 cents a pound. [See 
Niles’ Register, vol. xvili, page 387.] 

Lands in nineteen counties of Pennsylvania, 
which, about the year 1815, brought, on an average, 
from 93 to 122 dollars an acre, would in 1819 bring 
no more than from 29 to 42 dollars. This, we assert 
on the authority of a Committee of the Senate of 
Pennsylvania, of which Mr. Raguet was Chair- 
man. 

In September, 1820, corn was sold in some 
parts of Kentucky at 10 cents, and wheat at 20 
cents a bushel. In May, of the following year, 
corn was as Jow at Cincinnati, and wheat in some 
parts of Ohio was 10 cents a bushel. 

A Pittsburg paper, in the spring of 1821, re- 
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a prices at that place, says,—‘ Flour a 
barrel, $1.00; whiskey 15 centsa gallon; good 
merchantable pine boards, 20 cents a hundred 
feet; sheep and calves, $1.00 a head. Foreign 
goods at the old prices. One bushel and a-half 
of wheat will buy a pound of coffee; a barrel of 
flour will buy a pound of tea; twelve and a-half 
barrels will buy one yard of superfine broad 
cloth.” 

The troubles of those days, like those of the pre- 
sent times, had their origin in a Banking System, 
resting on principles fundamentally erroneous. 
It is*folly to attribute them .to this or that meas- 
ure of this or that administration. Even suppos- 
ing this or that measure to be very objectionable, 
the most it has done has been to give to existing 
evils their present form and feature. If this or 
that measure had not been adopted, the evil would 
have shown itself in some other form, if not now, 
at some not distant day. A corrupt fountain can- 
not send forth sweet waters. 

Equally fallacious is that course of reasoning 
which ascribes our present sufferings to mere mis- 

_ management on the part of the officers of Banks. 
As human nature is at present constituted, and as 
Banks are at present constituted, mismanagement 
of their affairs is inevitable. Is it rational to sup- 
pose such institutions can be well conducted, when 
there is entire freedom from personal responsibili- 
ty on the part of both officers and stockholders? 
The fault is less in the men than in the system. 

In some respects the times are better than they 
were from 1818-19 to 1823-24, and in others they 
are worse. 

The public debt is twice as great as it was then, 
but the wealth of the community has increased in 
‘more than equal proportion. The burden of the 

debt then, however, fell on the Federal Govern- 

me it, which had more facilities for collecting a 

yue to pay the interest than are possessed 

the State Governments. 

The States were not then, as they are now, in- 
volved in schemes of internal improvement, calling 

for the incurring of new debts at a time when they 
cannot pay the interest on the old. 

_ The credit of the State Governments was then 
good, because they had used it sparingly, and 
they had it in their power to apply it to the relief, 

or the apparent relief, of the debtor class, by estab- 

lishing “Commonwealth Banks,” and by other 
contrivances. Now the credit of some of the State 

‘Governments is so low, that they find it difficult 
to pay the wages of their own officers. 

Great part of the distress that existed then, was 

- , 
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occasioned, as it is now, by extensive purchases 
of wild land. But then, such of those lands as 
were bought from the Federal Government, were 
bought on credit, and Government relieved this 
class of speculators by taking back the land, and 
thus freeing them from obligations to the amount 
of millions. Of late years the public lands have 
been sold for cash, and as this cash has been “ de- 
posited with the States,” the Government has it 
not in its power to relieve this numerous class of 
speculators, by receiving back the land, and giving 
them back the money. 

In all these respects the condition of the country 
is worse than it was at the former great bank 
revulsion: and it is also worse in that we have 
more broken banks to clear out of the way. The 
whole extent of the evils we are toendure, is not 
yet known. 

It is worse also in regard to our foreign rela- 
tions. At that time, the prospect was pacific. 
Now, there are some specks in the horizon beto- 
kening war. The difficulties on the Canadian 
frontier it may not be very hard to adjust, but the 
Maine boundary line is a very delicate question. 
Border disputes are a more frequent cause of war 
than even the ambition of kings. 

The country is in a better condition than it was 
in 1818-19, inasmuch as its resources are more 
fully devolved. 

The “recuperative powers” of the people, to 
use the phraseology of one who was once a great 
favorite in the money circles, are so great that, if 
left to themselves, they would soon restore pros- 
perity. But we are threatened with a course of 
most pestiferous legislation on the part of both 
Congress and the State Legislatures. All our 
woes are artificial, and they are to be artificially 
increased by the adoption of measures which are 
to be brought forward as means of relief. 

Under such circumstances as these, do we com- 
mence our JournAL or Bankine. We propose to 
give in it a new edition of “A snort History 
or Paper Money ann Bankrine iN THE Untrep 
States.” The only edition of this work at pre- 
sent on sale, is in very small type. An edition in 
larger type has been called for by many. After 
due reflection, we have been brought to believe 
this is the most eligible way of bringing forth the 
new edition. 

Another reason why we introduce this History, 
and the Inquiry thereunto prefixed, into our Jour- 
nal, is, that as it was written before the excite- 
ment arose, it may command the unprejudiced 
attention of some, who would be very chary of 
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receiving any thing written at the present day. 
Times have indeed changed since that History and 
Inquiry were first published, but principles remain 
the same; and we know not that we could, if we 
were to try, give a better exposition, for popular 
use, of the principles of our banking system, than 
is contained in that volume, 

This history we propose to bring down to the 
present time. ‘I'he experience of the last eight 
years was not wanted by those who were ac- 
quainted with principles, to convince them of the 
true nature of paper money banking. We know 
not that any new principle of the system has been 
developed between 1832 and 1840; but some of 
its features have been magnified as under an oxy- 
hydrogen microscope, so that he must be blind 
who does not see its deformities. It is of great 
importance to give a continuation of the history. 

To the history of the past we propose to add the 
history of the present, giving every two weeks a 
review of the times. In so doing we shall not de- 
prive our Journal of unity of design. If certain 
daily papers are almost as interesting as a volume 
of Old Bailey Trials, or of the Newgate Calendar, 
it is paper money banking that makes them so. 
This it is that stamps the character of the age. 
We shall not, of course, be able to give the in- 
cidents of the day in much detail, but we shall 
give enough to Jet the reader catch the spirit of 
the times in which he lives. We may, for exam- 
ple, sometitnes add up the murders and other 
atrocities recorded in some of the leading news- 
papers, and by comparing one number of our Jour- 
nal with another, the reader may ascertain whether 
the times are growing better or growing worse. 

Philadelphia being at present the centre of the 
rotten bank system, and New-York of the (rela- 
tively) sound, we propose to give the prices of the 
leading articles of produce, the rates of exchange, 
and the prices of bank notes in each city. These, 
while they will be useful for present business, will 
also be useful for future reference. 

In essays on banking, currency, exchanges, and 
kindred topics, our correspondents and ourselves 
will be able to present the same subjects in dif- 
ferent aspects, and thus adapt them to different 
minds. We shall also have opportunities of dis- 
cussing various questions of public policy, which 
must necessarily arise, and which will deeply 
affect the well being of the community. 

To these we shall add, as stated in our pros- 
pectus, such miscellaneous articles as will add 
interest to our pages and subserve our main 
design. Among these will be some statistical 
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tables, embodying, in a small compass, a great 
number of facts. But we shall avoid encumbering 
our columns with such details as teach nothing. 
It is only general results that are interesting. 
Heavy documents we shall not insert at length, 
trusting our readers will be satisfied with the 
substance. 

Such is our plan. We shall spare no exertion 
to carry it into execution in such manner as shall 
merit the approbation of those who may favor us 
with their support. 





THE HISTORY OF BANKING. 


In a new preface to this work, we have endea- 
voured to correct an erroneous impression which 
some appear to entertain, in regard to the time 
when, and the design with which it was written. 

As evidence that the work was not at the time 
of its first appearance regarded as of a partizan 
character, we give the following extracts from 
Journals, conducted by gentlemen who were not 
supporters of the last two administrations, 


“The work is from the pen of a gentleman who 
has devoted much time to the subject upon which 


he has now written, and who probably understands . 


it more thoroughly than any other individual in 
the country—at least than any one who has given 
publicity to his views and knowledge in the matter 
in such a form. The book before us abounds in 
facts which could not have been collected but 
with earnest and industrious research. 

The account of provincial and continental paper 
money, for example, must have required no light 
or careless thumbing of olden records. As a 
history of a medium and pursuit which always 
have and always will interest every community 
and every individual, the book in question deserves 
the attention and patronage of every member of 
society, who desires to be clearly enlightened on 
a favourite and paramount theme.”"—PaAil. Gaz., 
March, 1833. 

“This volume has claims upon the attention of 
all persons who feel any interest in the history of 
paper money and banking; or who seek light on 
the principles of the system, or take any pleasure 
in studying the effects of the system on morals 
and happiness. The work commends itself espe- 
cially to banking institutions and persons engaged 
in commerce. Besides the history, which is, 
though condensed, very full, there are reflections 
on political economy and social] and other relations, 
which cannot do else than assure to Mr. Gouge 
the commendations of an enlightened people.”— 
Phil. Com. Herald, March, 1833. 

“Mr. Gouge’s book on banking and paper mo- 
ney is one which all should read.” —Moore’s Phil. 
Prices Current, March, 1833. 

“ Mr. Gouge is favourably known as the strong 
advocate for the destruction of small notes under 
five dollars, and for his unshrinking honesty of 
opinion on the subject of banking in general. In 
his preeent production he has entered upon an un- 
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trodden field, and given a history of various State 
banking institutions, as well as of the Bank of the 
United States, and presented ina small space a 
great quantity of facts, to which legislaturs and 
others should rata attention.” —Saturday 
Evening Post, Feb. 1833. 

“A popular treatise on banking has long been 
considered a desideratum in this country. A 
general understanding of the operation and influ- 
ence of incorporating banking companies would 
not only have saved the country from much dis- 
tress, but have prevented many disagreeable oc- 
currence’, the tendency of which has been to 
lower the standard of morality, and diminish the 
confidence which is essential to the prosperity of 
acommercial people. Until a knowlede of this 
subject is generally diffused, the people must con- 
tinue exposed to the arts both of speculators in 
money transactions, and of intriguers and adven- 
turers in politics, 

“The volume before us is admirably adapted to 
convey this sort of knowledge in a cin and in- 
telligible manner. We are not prepared, just 
now, to pronounce an opinion as to the views of 
the subject taken by Mr. Gouge; but we must do 
him the justice to say that he has collected and 
digested such a mass of information, and com- 
mented on it with so much intelligence that his 
work cannot fail to have a beneticial effect. It 
merits the notice of all who take sincere interest 
in the public welfare.”—- Balt. Gaz., March, 1833. 

“The work is one of great research, manifest- 
ing a thorough acquaintance with all the promi- 
nent facts, historical and statistical, connected with 
this complex and important question from the ear- 
liest periods, and in all their connexions and va- 
rieties. As a book of reference in this particular, 
it is valuable, and must be generally acceptable. 
The information it conveys is not accessible from 
other sources, without great toil and difficulty, and 
is of an important character to the evident inter- 
ests of the whole community. 

“ The principles maintained by the author, and 
upon which his facts and illustrations are brought 
to bear, are a distinct matter, and not likely to be 
admitted by the ndvocates of the present order of 

il r. Gouge is an uncompromising oppo- 
nent of banks, paper money, and corporations, as 
they now exist. His views are supported by a 
scientific investigation into the character and 
qualities of currency of all kinds, the nature of 
money, the history and real character of banks 
of deposit, of discount, of circulation; the nature 


of credit and its results; the effect of restrictions 


on bank charters; the essential qualities of bank 
notes; their ‘convertibility’ and ‘elasticity ; and, 
in short, of all the commercial questions connected 
with the circulating medium. These points are 
i with care and precision, and, moreover, 
with a tone of complete conviction, which shows 
e author to be thoroughly in earnest in the mo- 
mentous principles he is enforcing by his argu- 
ments.”— Baltimore American, Macs , 1833. 
“On our last page will be found an advertise- 
ment of this book, which we recommend as a very 
valuable addition to the lib of every political 
€conomist and statesman. It is, in our estimation, 


decidedly the best book on banking that we have . 


ge, 


ever met with, and exposes in the most minute 

details, the mischiefs resulting from incorporating 

people to do what ought to be mee individuals to 

accomplish, upon their personal responsibility.”’— 

“The levencaa? and Journal of Political 0- 

my,” ome by Conny Raguert, Esq.—Phila., Oct. 
1 | 


We shall add some notices from Democratic 
presses, supporters of the last two administrations. 
* The first is from the New York Evening Post, 
of Sept. 15, 1834, at that time edited by Wm. 
Legget, Esq. 


“Tt is much to be desired that some enter pening 
publisher might make arrangements with Mr. 
Gouge, to publish an extensive addition of his ex- 
cellent work in a form so cheap and convenient as 
to insure a large circulation. The subject which 
it treats of is one of immense importance: it is 
one on which men’s minds are exceedingly vague 
and imperfect; and the work embodies more in- 
formation and more sound reasoning, as to the his- 
tory, nature, and operations of the paper money 
system in this country, than all the other works 
combined, which have ever been composed on the 
subject. It is written, moreover, with great clear- 
ness and perspicuity of style, with admirable ar- 
rangement of topics, and in a temper eee, 
impartial and dispassionate. There is no declama- 
tion, no highly coloured statements, no rhetorical 
flourishes in its pages to mislead the reader’s judg- 
ment, and enlist his prejudices against Banks.— 
Facts and sound arguments are wholly relied upon 
to accomplish the end in view, and they are so 


stated, that the book is not only one of the most 
useful, but one of the most interesting treatises 
we know of in any branch of economical science.” 


Mr. Legget afterwards gave further evidence 
of the estimation in which he held the work, by 
having it stereotyped at his own risk and expense. 


“It is a work compiled with great diligence, 
and such pertect fairness that we do not recollect 
to have seen one of its statements disputed.”—N. 
Y. Ev. Post, July, 1837.— Wm. C. Bryant, editor. 

“ This treatise possesses sterling merit ; and it 
should constitute a part of the library of every 
statesman and _ political economist in the country, 
It is replete with many valuable and novel facts, 
and they are presented with a force and precision 
which must please every diversity of taste, 

“ Fault has been found with its classification and 
mode of arrangement: but it strikes us that these 
objections are in a great measure groundless. It 
is written with a tact far from common. The in- 
timate connection between the various branches 
of the subject fully manifest this—it mirrors forth 
the picture in a clear and vivid manner.”—N. FY. 
New Era, Dec., 1839. 

“It is written with perspicnity and elegance, and 
the facts have been collected with great care and 
much research. So impressed are we with its 
value and importance, that we doubt if man 
can claim to be thoroughly conversant with, and 
master of the history of American Banking, with- 
out reading this work.”’—Hartford Times, Au- 
gust, 1837. 
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PENNSYLVANIA RELIEF LAW. 


In this law the Banks of the Commonwealth are 
divided into two classes, those that pay a tax on 
their dividends, and those that pay no such tax: 
and some special enactments are made respecting 
the Bank of the United States. 


Several sections of the act appear to have been 
inserted merely to facilitate the Bank of the Uni- 
ted States in making an assignment of its effects. 
As the stockholders have resolved not to take ad- 
vantage of these sections, it is unnecessary here 
to give them in detail. The other special pro- 
visions, in relation to the United States Bank, are, 
first, one which gives it all the benefits of the 
act, provided the stockholders will consent that it 
shall be subject to such general laws as may be 
hereafter enacted for the regulation of the banks 
of this Commonwealth. Secondly, one which ex- 
empts it from any participation in the issue of the 
new kind of Siate Paper Money, hereinafter to be 
described. 


The Bank of the United States has, as was to be 
expected, hasted to avail itself of the privileges 
of an act which legalises its suspension of specie 
payments, and which exempts it from the payment 
of more than six per cent. interest on any of its 
dishonored obligations. Jn this respect it is put on 
the same footing, by the Relief Law, as the other 
banks. But it is not required, like them, to act 
as an agent in issuing the new kind of State Pa- 
per Money, though it may receive the same on 
deposit, and re-issue it at pleasure. 


The other banks, as already observed, are di- 
vided into two classes, and they are required to 
issue two distinct kinds of State Paper Money. 


The first and most numerous class are the banks 
paying a tax on their dividends. These are re- 
quired to issue notes amounting, in the aggregate, 
to three million one hundred iioasend dollars, 
$775,000 of which are to be in notes of the de- 
nomination of five dollars, and the residue, or 
$2,325,000, in notes of the denominations of one 
and two dollars. ‘They are not to be issued in the 
name of the State, but in the name of the respective 
banks, each emitting a proportion graduated to its 
capital. ‘The notes thus issued are to be passed to 
the credit of the State, and to be called a loan to 
the State, redeemable in five years, or sooner, at 
the pleasure of the Legislature. 


As a compensation to the banks for the expense 
and trouble attendant on the issue of this State 
Paper Money, they are to receive one per cent. 
per annum on the amount. 


The second class of banks includes, we believe, 
only the Bank of Pennsylvania, the Farmers and 
Mechanics, and the Mechanics, of Philadelphia. 
In consideration of their having paid bonuses for 
their charters, they are exempted from the pay- 
ment of a tax on dividends. They are required 
to deposit, with the Auditor General, stocks of the 
State amounting to at least five per cent. on their 
capital 5 eon in, and are authorised to issue notes to 
an equal amount, in denominations of not /ess than 
five dollars, The banks paying a tax on their 
dividends, are also allowed to issue such notes to 
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an amount not exceeding seven per cent. on their 
capital paid in. 

notes which represent credits on the Au- 
ditor General’s books, may, by way of distinction, 
be called State Credit Notes; and those which 
represent stocks deposited with that officer, may” 
be called State Stock Notes. These do not, how- 
ever, differ essentially. On the stocks deposited, 
the State is to pay no interest: and on the credits 
in the Auditor General’s book, the banks are to 
receive no interest: the one percent. ( 
called interest) being, as we conceive, mere 
sufficient to cover trouble and expenses of manage- 
ment, 


These two kinds of State Paper Money also 
resemble each other in the mode provided for their 
redemption. There is no chance of redeemi 
either in less amounts than one hundred dollars: 
then they can be redeemed at the counter of the 
banks that issue them, but not in silver or gold, or 
the notes of even non-specie paying banks, or even 
in State Stocks, but in orders on the Auditor 
General for State Stocks. 


This is adeplorable state of things. A bankrupt 
State orders the emission of upwards of three 
millions of State Paper Money, redeemable only 
in State Stocks, which were, at the time the act 
was passed, twenty per cent. below par; which 
have since fallen several per cent. more, and which 
may fall, no one knows how low. Nor is this all. 
It authorises this State Paper Money to be in- 
creased in amount to between five and six millions: 
and in order to obtain circulation for it, consents 
that the banks shall, if they will receive it in pay- 
ment of debts, postpone the resumption of specie 
payments as long as shall suit their own con- 
venience ! 


The State Credit Notes and the State Stock 
Notes will be exactly alike in character and 
appearance: but, viewing the subject in another 
light, the Legislature may be said to have ordered 
the issue of nearly as many kinds of State Paper 
Money as there are banks in the Commonwealth. 
Each bank (the Bank of the United States ex- 
cepted) is to issue its proportion in its own name; 
each, if the notes are presented at its counter in 
sums.of one hundred dollars and upwards, is to 
give an order to the holder for State Stock to that 
amount: each is to pay the interest on the Stock 
procured on its own order, in lieu of paying a tax 
on dividends: and, finally, each is compelled to 
receive such of these notes as may be issued by 
itself in payment of any debt due to itself, but not 
to receive the State notes issued by any other 
bank. Weare thus to have fifty legal tenders in 
the payment of bank debts; but what will be a legal 
tender to the Bank of Pennsylvania, will not be a 
legal tender to the Philadelphia Bank, and so of 
all the others. 


This is but the beginning of a new modification 
of the paper money system. Who can assure us 
that next year the Legislature will not order five 
millions more to be added to this new kind of cir- 
culating medium, and five millions more in the 
year succeeding, and so on till it runs the course 
of the French assignats, or of the old continental 
money. 
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- INCIDENTS. 
Txose who suppose that a Journal of Banking 
must necessarily be filled with dry details of 
and still drier disquisitions, will have only 
to read a few numbers of our periodical to be con- 
vinced of their error. It will abound in incidents 
of a most striking character. So much of our first 
number is necessarily taken up with prefatory 
‘matter, that we cannot here do justice to this part 
of our design. But the reader may form some 
judgment of what he may hereafter expect, from 
a rapid glance at events of recent occurrence. 

e begin with our native city, Philadelphia, 
Here there have been, within a few weeks, sundr 
meetings respecting the affairs of a bank, which 
once had a capital of thirty-five millions. The 
meetings have been very exciting, and there has 
been, besides, a very spirited controversy in the 
newspapers. ‘The stockholders ask what has be- 
come of the capital. It is agreed, on all hands, 
that great part of it is sunk, and some think it is 
all gone. A committee lay the fault on a former 
President. The President says, that if he has 

wrong, some of the members of the committee 
are as much to blame as he is. Among other 
things, it is alleged that about a million of money 
has been expended, and uo satisfactory account 
rendered thereof. As these events are of anterior 
occurrence to the establishment of our periodical, 


the particulars belong rather to the continuation of 
the History of Banking, than to the Journal. We 


only allude to them here, to show what the reader 
may expect if any thing of the like kind should 
occur again. They have formed the chief topic 
of interest for some time, in some of the daily and 
weekly newspapers, and they would lose none of 
their interest by being stripped of all extraneous 
matters, and served up in their pure essence in a 
semi-monthly. 
Closely ih winte on this, we have a notice that 
Dr. Dyott, the great free banker, who had been 
convicted of fraudulent insolvency, has been par- 
doned by the Governor. No reason is given, but 
one of the newspapers, perhaps maliciously, ob- 
serves, that the Governor thought it unfair to k 
the Doctor any longer in close confinement, whi 
so many others, not less culpable than he, ate 4s 
the enjoyment of liberty. b> 
g into the Tabernacle, where the (old 
school) General Assembly of the Pres rian 
Church are in session, we find that reverend 


ee a committee to inquire how mach of 
thei fands as have been invested in stocks are 


still available. 

_ Passing over into New Jersey, we hear, at New 
Brunswick, of the execution of Peter Robinson, for 
the murder of a bank president. Debt urged 
Robinson to the commission of this awful crime, 
and it from his own statement, that if he 
had only known that it was possible to renew a 
note, he would in all probability have not imbrued 
his hands in the blood of a fellow being. 

Arriving at New York, we learn that a very 
distinguished man has just reached there from 
Montreal. It is no less a personage than the Hon. 
C, F. Mitchell, ex-member of Congress for the 
Niagara district. He had committed some very 
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enious acts of forgery, by which the banks 
cotletede His hahoe. plece in Canada was dis- 
covered. He very romantically jumped out of a 
garret window to escape from his pursuers, and 
still more romantically jumped into the St. Law- 
rence; and, what is still more romantic, if true, he 
cast his last twenty-seven hundred dollars into the 
stream. And these are but part of the adventures 
of the Honorable ex-member. 

Going from New-York into Connecticut, “ the 
land of steady habits,” we are struck dumb by the 
intelligence that an officer of a rail-road company 
has just run off with forty thousand dollars of its 
funds in his pockets. 

Passing on rapidly into the State of Maine, we 
hear that the President of the Frankfort Bank 
has been arrested on a charge of swindling. We 
beg to kaow the particulars, and are told, in brief, 
that he took the funds of the bank, purchased stock 
of various persons at fitty per cent., sold it at par, 
kept the profits, and paid the bank. in wild land 
that was worthless, but which he charged at two 
dollars and a half an acre. 

Disgusted with the east, we resolve to try the 
west. We travel as fast as locomotive and steam- 
boat can carry us, and land at Cleveland, Ohio. 
Thence we proceed to Columbus, the capital ot 
the State. Here we learn that two banks have 
agreed to lend the State one million and sixty-nine 
thousand dollars, and to secure themselves against 
all Joss, have State stocks pledged to them exceed- 
ing a million and a quarter in value. Our informant 
adds, that the day after the contract is completed, 
both the banks slop specie payments ! 

Thinking we have learned enough of the wa 
the system works in Ohio, we do not deem it wor 
while to tarry long there, but embark on the first 
opportunity, at Cincinnati, for New-Orleans. At 
Louisville, at Vicksburg, and at every other land- 
ing place, rumors reach us of some fraud or default, 
growing out of our factitious credit and paper 
money system. We cannot stop to gather the 
particulars, but hasten on to our point of destina- 
tion. Here we learn that two individuals, having 

t some genuine drafts from one of the Banks of 

ew-Orleans, alter them in such a way as to per- 
petrate extensive frauds on we know not how 
many s in different parts of the country. 


».. This at once explains and verifies the rumors we 


on our passage down the Ohio and the Mis- 
ippi. We inquire if there is any thing else 
new in the banking world, and are told that a man 
of small means has gtr the Merchants’ Bank, 
having a chartered capital of one million dollars. 
Well, this may be “a fair business transaction,” 
but it shows the nature of the credit system. 
Any, thing more? Nothing but some defaults to 
the amount of one or two hundred thousand dollars, 
on the part of certain clerks, in two of the banks. 
As this is an every day occurrence, it does not en- 
e our attention long, and we presume that they. 

ve, of course, escaped to Texas or to Paris. 
We step into the Bemetg Room at the Ex- 
change, to look at the Philadelphia Papers, and 
unexpectedly find ourselves in the midst of “a 
row.” An effort is making to expel Mr. Samuel 
Wright: from the room, because he is suspected 
of having given to the Vicksburg Sentinel some 
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intelligence unfavorable to speculators. In the 
confusion the gas lights are extinguished, and we 
make our escupe. 

We embark tor Mobile. Here we learn that 
one of the most worthy citizens of the place has 
just hanged himself on account of his pecuniary 
embarrassments, aud that the Legislature of Ala- 
bama has given tive banks of that State the privilege 
of postponing indefinitely the resumption of specie 
payments. ‘This is enough for us. We proceed as 
rapidly as we can into Georgia. We want to 
become better acquainted with “the noble, gene- 
rous South.” But we have hardly entered the 
State, before we hear of a default, to the a:nount 
of sixty tiousand dollars, on the part of the 
officers of one of the banks. Why, this is as bad 
as what betel us on our entrance into “ the land 
of steady habits,” 

“ Our ear is pained, our soul is sick 
With every day’s report of wrong and outrage.” 


We resolve to hear no more; and, jumping into 
the railroad cars, travel night and day till we 
reach Philadelphia. 

So many incidents, and so various in their 
character, all occurring within a few weeks, and 
all connceted, either directly or indirectly, with 
our factitious credit aud paper money systein! A 
Journal of Banking dry and Feet ies Why, 
the adventures of Rinaldo Rinaldini could hanlly 
be more spirit stirring. 


“PRETTY AND SMOOTH READING.” 


“ Ah,” some may exclaim, “ your incidents may 
be striking enough, but no periodical succeeds 
now-a-days, unless it contains something in the 
manner of’ tales.” 

Well, then, there is the story of “The Little 
Frenchman and his Bank Notes ;” the story ot the 
“Trish Banker at the Lakes of Killarney.” And, 
to say nothing of others, the “ Auto-biography of 
Ferret Syap Newcrart, Esq.” We know Ferret 
well. Then there are the “Extracts from the 
Diary of a certain Bank Director.” Inquiries have 
been made of Deacon Grasaur if he will not fur- 
nish us with some additional extracts for our 
Journal. His reply is rather equivocal: but he 





hints that if his pastor, the Rev. Dr. Mc'Tyrwacxem, _ 
will consent, he will take the matter into con-,~ 


sideration. From the known kindness ofthat _ 
reverend gentleman, we have the best 


for hoping that he will speak a gooc&k word 
to his parishioner. 

It is possible to tell the truth in such a way as 
to make it as pleasant reading as fiction. It is by 
seizing bold on some principle, and thendeveloping 
it, according to the order of nature, to its ultimate 

uences, ‘This is what has been done in the 
“ Irish Banker,” and other pieces of that character. 

“ But poetry ! Without poetry, it is impossible 
to please the ladies. No work can succeed that 
has not their approbation. And you cannot give 
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e are not so certain of that. The multiplica- 
tion table has been set to music. What hinders the 
rendering of the principles of banking in rhyme ? 
We cannot boast that the “gods have made us 
poetical :” but we know of some hard money men 
who write very pretty verses. If it should become 
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necessary, we shall invoke them to invoke the 
Muses in behalf of our Journal, or rather of our 
cause. Thomas Moore’s “*Odes on Cash, Corn 
and Catholics,” show that the Muses, when in- 
voked in such a cause, are not always invoked jn 
vain. 

One thing is very certain. If we do not pass 

“From grave to gay, from lively to severe,” 


the fault will be in us and in our correspondents. 
It will not be in our subject, 


The learned Dean Parpeavx, author of “The 
Connections of Sacred and Profane History,” used 
to say that “it was a doubt with him whether the 
benefit the world receives from government, is 
sufficient to make amends for the calamities it 
suffers from the follies, mistakes, and mal-adminis- 
tration of those who manage it.” What would 
the Dean have said, if he had been acquainted 
with the history of modern banking? 








(<> The intelligent reader will not look for a 
full developement of the plan of our Journal in a 
single number. Issuing a number of copies in 
advance of the regular day of publication, if we 
should give the prices of bank notes and specie, 
the rates of exchanye, foreign and domestic, and 
the prices of produce, according to the latest quo- 
tations, they would not correspond with the date 
on our first page, at which time the balance of the 
edition of this number will be issued. We will 
briefly remark that our design is to occupy one 
page in each number with tabular views of these 
subjects, aud explanatory comments, The rest of 
the Journal we purpose to devote to the recording 
of facts, and the elucidation of principles; but we 
will modify our plan as circumstances shall show 
to be expedient. 


(e?- Some copies of this number will be sent 
by mail to postmasters and other gentlemen in 
distant places. To suchas may subscribe, a du- 
plicate of this number will be forwarded on receipt 
of the subscription money : so that they can, if so 
disposed, use the copy now sent as a means of 

efifiusing a knowledge of our plan. Subscribers 





send or show to friends, can also be supplied, 
pplication at No. 302 Race street, or at the 
Tiida office of Mr. Van Court, Quarry street, 
runnifig from Second street to Third, below Race, 


if the city who may wish a duplicate of this num- 
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We have appointed no agents; but any Post- 
master, or other person, may constitute himself 
agent for others, and on our receipt of the sub- 
scription money, we will forward the number of 
copies he may order, according to his directions, 
agreeably to the terms set forth in the prospectus. 

Or, any five or ten persons may “ club together,’ 
and by appointing one of their number agent, divide 
among themselves the discount for taking a given 
number of copies. 

If we should hereafter appoint any travelling 
or other agents, they will be duly authorised under 
our hand to receive subscriptions, and if appointed 
before our second number appears, notification will 
be given thereof by advertisement in the Phila- 
delphia Ledger. 
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INCLUDING AN ACCOUNT OF PROVINCIAL AND CONTINENTAL PAPER MONEY. 
To which is Pye an inquiry into the Principles of the System, with considerations of 
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its effects on Morals and Happiness. 
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PREFACE. 


From certain remarks which have been made 
on the floor of Congress, the idea appears to be 
entertained by some that this “Short History of 

Paper Money and Banking,” and the “Inquiry” 
thereunto prefixed, were written while the au- 
thor was in the employ of Government, and per- 
haps to meet some exigency which arose in the 
‘administration of Gen. Jackson, or that of Mr. 
Van Buren. No supposition can be more errone- 
ous. The work was written in the years 1831 and 
1832, while the writer was a private citizen of 
Philadelphia, and the first edition was issued from 
’ the press in February 1833, nearly two years be- 
fore he was in any way connected with the pub- 
lic service. It was not written to subserve the 
views of any statesman or any political party, but 
simply, as set forth in the title page, to give “a 
plain exposition of the manner in which paper 
money and money corporations affect the interests 
of different portions of the community.” He who 
reads the work under any other supposition, will 
not do justice either to himself or to the author. 

At that time the bank question had not become 

a party question. It is so but imperfectly even 
now. Bat it then attracted comparatively little 
attention, and of the few who did think seri- 
ously about it, and who agreed with the writer in 
opinion, as many perhaps were to be found in one 

arty as in the other. 

7 only other objection which has been made 
‘to the work, and which it is deemed necessar 
here to take notice of, is, “ its want of method.” 
This objection was never heard in America, till 
it had been made in Europe. It is at all ne 
prising that a Euro critic should raise such an 
obj , for he are aie but little of the diffi- 
ealty of writing the history of a banking system, 
not having one centre, as in his own country, but 
having nearly as many centres as there are States 
and Territories in the Union. The few Ameri- 
eans (they are not many) that have repeated this 
objection, have not, it is presumed, duly reflected 
on the embarrassments attendant on a first at- 
tempt to reduce to something like order the multi- 
tude of facts which then existed in chaos-like con- 


_ As this objection has, however, been made, it 
is proper to give some statement of the plan of the 
work, and of the circumstances under which it 
_ The writer started with the aeeipn of making 
a small book—a very small book ; if possible, one 
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of only one-fourth of the size of that which was 
ultimately produced. Still he wished it to be full 
enough to carry conviction to all whose minds . 
were open to receive the truth. 

His hope was to accomplish this by a simple 
analysis of the banking system. In the first 
draft of the work, the historical sketch filled 
only of a chapter. As he proceeded he 
found that further historical illustrations were ne- 
cessary, and the work gradually swelled to its 
present size and form. 

In the first part, which contains the analysis of 
the system, he made ita rule, wherever it was pos- 
sible, to illustrate each general principle by some 
particular fact. There is no other way in which 
to make poe principles cognizable by many 
minds. ‘The facts thus introduced in the first 
part, he considered it unnecessary to repeat in the 
second or history proper, unless where it was 
me to show the connection of events. 

a work of this kind, the order of cause and 
effect is of far more importance than the order of 
time. The order of cause and effect was what 
the writer endeavoured to observe; yet, without 
departing from his plan, he was able to give events 
in the order of time for a period of more than two 
hundred years, or from the date of the first settle- 
ments in Virginia down to the year 1820. At this 
period, the king system being broken into 
fragments, he could do no better than sketch the 
history of these fragments as they were found in 
the principal divisions of the Union. The main 
object in view was not thereby in the least im- 

ired, as an opportunity was afforded of mention- 
ing some facts which were strikingly illustrative 
of the system, but which would, if introduced in 
previous chapters, have broken the thread of the 
narrative, For such episodes as these, precedents 
are to be found in the pages of the most eminent 
historians. Without occasional resort to them, 
much that is necessary for the proper understand- 
ing of the effects of any system of polity, must 
necessarily be omitted. 

After this it was possible to resume the order 
of time in the conduct of the narrative, and the 
history was regularly brought down to the year 
1832. Still there remained some facts with which 
it was desirable the reader should be mare ac- 
quainted, and as these could not be introduced 

reviously without breaking some important links 
in the great chain of causes and effects, they were 
thrown into the chapter headed “* Extent of Bank- 
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ing Operations at different periods,” and into others 
with different titles. | 

Soon after the Westminster Review brought 
the objection of “want of method” against the 
work, a new edition of it was called for. The 
writer then carefully considered if he could, by re- 
casting it, make it better serve the object in view, 
that is, more effectually show “the manner in 
which paper money and money corporations affect 
the interests of different portions of the community.” 
He found it would be very to make changes, 
but he could not satisfy himself that those changes 
would be improvements. He therefore suffered 
the book to remain in its original form. 

Some other particulars in the plan of the work 
require notice. Some minds are governed solely 
by the authority of great names. The most lucid 
analysis, illustrated by the most striking facts, will 
not satisfy them. Knowing this to be the case, 
whenever he could find that any man of eminence 
in any party had expressed sentiments similar to 
those entertained by himself, the writer gave the 
words of such man in preference to his own.— 
Heuce the multitude of quotations in which the 
book abounds, This array of authorities was of 
more importance eight years ago than itis at pre- 
sent: but even now it would not be judicious to 
dispense with it. 

Aware of the delicate nature of the ground on 
which he was treading, the writer made it a rule, 
always, when practicable, to give important events 
in the words of eye-witnesses, and to make his 
quotations with so much exactness as to leave even 
grammatical blunders uncorrected. The labour 
of weaving together a multitude of passages from 
writers of unequal talents, so as to make a reada- 
ble book of the whole, was very wearisome. It 
would have been far easier for him to have written 
down the facts in his own language as he had them 
then in his own mind, and perhaps he could have 
given them in more graphic form. The advantage 
of unity of style would at least have been secured. 
But the plan he adopted has not given him cause 
for et. Though the work has now been eight 

ears before the public, and many thousand copies 
ave been circulated in different ways, he knows 
of buta single attempt to invalidaté any of his 
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historical statements, and that attempt was of such 


a character as to be deemed unworthy of attention. 


The work has perhaps been more extensively 
circulated in America than any other politico- 
economical production; and has attracted some 
attention in Europe. The noted Wm. Cobbet, 
published, in England, a mutilated, and, in some 
other respects, incorrect edition of the second part, 
under the title of “'The Curse of Paper Money.” 
He prefixed to,it a preface singularly illustrative 
of his own character, commending the book, and 
abusing the author, of whom he knew nothi 
At Brussels, a very excellent abridgement of the 
work has appeared in the French language, in 
“La Revue Universelle.” 

The writer had little expectation of his work 
meeting with such a reception. He could findno 
bookseller in Philadelphia who would publish it, 
though he was willing to give to any one who 
would undertake it, all the profits of the first edi- 
tion. Ele was compelled to print it at his own 
risk, and be, in a manner, his own publisher. He 
had bestowed months of labor on it, had taken 
great care in making his analysis of the system, in 
preparing the history, and in arranging his authori- 
ties, yet such was the state of public opinion at 
that time, that, after making a conditional bargain 
with a printer, he walked with the manuscript in 
his hands around a whole square, debating in his 
own mind whether he ought not indefinitely to 

pone the publication. He has never regretted 
aving come to the resolution to publish, but he 
has regretted the omission of several chapters of 
the original, especially one showing the connection 
between paper money banking and public debt. 
The work having been stereotyped, it is desirable 
that there should be no unnecessary diversities in 
the different editions; and therefore these chapters 
will not be restored to their original place. yo 
will, however, be found for them in “ The Journal 
of Banking.” 

What was in previous editions called “a pre- 
face,” will, in this, with more propriety, be called 
“an introduction.” If it should be found neces- 
sary to make any other changes of any moment, 
the reader will be duly advertised thereof. 

Philadelphia, May, 1841. 


INTRODUCTION. 


Berore entering upon the main subject 
of the proposed inquiry, it will be proper to 
give a short account of the changes of opin- 
ion that have taken place in Great Britain, in 
the last sixty years, in relation to Paper 
Money and Banking. 

Mr. Joplin, in his History of the Currency 
Question, after collating different passages 
in the treatise on ‘* The Wealth of Nations,” 
gives the following as a summary of the views 
of Adam Smith. 

“1. That he would prefer the circulation 
between consumers, or what may be termed 
the consumptive circulation, to be metallic: 
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but that he thought it a great advantage for 
the circulation between dealer and dealer, to 
be paper; admitting at the same time, 

“2. That if Bankers were subjected to the 
obligation of an immediate and unconditional 
payment of their notes in coin on demand, as 
soon as presented, their trade might, with 
safety to the public, be rendered in all other 
respects perfectly free. 

** 3. That the amount of notes which the 
country required was an amount equal to the 
sum of metallic money which, would circulate 
if there were no paper. ) 

‘4. That this amount could not be ex- 
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- ceeded without producing an immediate de- 


mand for gold to be sent abroad previous to 
its passing into gener circulation: by which, 
of course, no derangement of prices, from 
excess of issues, could at any time be pro- 
duced: the evils of over-issues being confined 
to the Banks upon which the demand for gold 
would arise. 
_ “5. That besides this, if the Banks con- 
fined their loans to real bills of exchange and 
real transactions, they would not be liable to 
any excess of issues whatever.” 

** With these views of the working of our 
paper system, nothing,’ says Mr. Joplin, 


**could be more reasonable than his (Smith’s) _ 


conclusions as to its value. It was evidently 
one from which much good might be derived, 
and no harm.” 

What Adam Smith had immediately in 
view, was the Scotch system of banking, 
which is carried on by unincorporated com- 
panies, each of the members of which is 
responsible, in his whole personal and real 
estate, for the whole amount of debts due by 
the company: and the English country sys- 
tem, which is carried on by private copart- 
nerships, the members of which enjoy no 
special privileges or exemptions. Such a 
system of banking as exists in this country, 
he never would have supported. ‘To asmall 
note circulation he was a decided enemy. 
His judgment was, that country banks should 
issue no notes of a less denomination than five 
pounds sterling, or twenty-four dollars Federal 
money: and that city banks should issue no 
notes of a less denomination than ten pounds 
sterling, or forty-eight dollars Federal money. 
The whole tenor of his book is in decided 
opposition to the practice of conferring pecu- 
niary privileges on any men, or any bodies 
of men, and is, consequently, in decided 
opposition to a fundamental principle of the 
American Banking System. 

The principles of Smith were generally 
received till the year 1797, when the Bank 
of England suspended specie payments. Per- 
mission was then given to it to issue notes 
of as low a denomination as one pound ster- 
ling, and the like favor was granted to the 
country bankers. The country banks were 

to make payment in notes of the 

Bank of England: but the Bank of England 
itself was placed under no restraint. Every 
was left to the discretion of the Directors, 

is state of things necessarily drew the 
attention of political economists to the sub- 
ject; and, as Bank of England paper did not, 
for some years, undergo any sensible depre- 
ciation, guineas began to be regarded as an 
So strong a hold 
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did this notion take in the minds of men, that - 
even when bank notes passed in the market 
at a considerable discount, many writers 
affirmed that paper had not fallen, but that 
gold had risen in value. ~ 

Mr. Boyd, Lord King, and other econo- 
mists, showed the incorrectness of this opin- 
ion, and Mr. Ricardo placed its erroneousness 
in a strong point of view, in a pamphlet pub- 
lished in the latter part of the year 1809, 
entitled, ‘‘ The high price of bullion, a proof 
of the depreciation of Bank notes.”’ ‘This 
work, Mr. Joplin avers, ‘* was the immediate 
cause, and formed the groundwork of the 
Report of the Bullion Committee.” 

**'The principles of this Committee, su 
ported by a host of writers, became now,” 
says the historian, ‘‘the received opinions 
upon the subject, and they were as follows: 

‘**'They entirely agreed with Smith in the 
general principle, that if Banks were obliged 
to pay their notes in specie on demand, the 
trade might, in all other respects, be left per- 
fectly free. ‘They agreed with him, that the 
sum of paper in circulation ought not to ex- 
ceed the sum of metallic money that would 
be in circulation if there were no paper: and 
they further agreed with him, that, if this 
amount of paper was not exceeded, no great 
demand for gold for exportation would ever 
arise: and that, if it were exceeded, a de- 
mand would arise for exportation, adequate 
to the excess. But in every other respect 
they differed from him, and laid down prin- 
ciples equally new and important. 

“In the first place, they repudiated the 
principle that Banks could not issue to excess 
if they confined themselves to advancing mo- 
ney on real bills of exchange. This prin- 
ciple they proved totally incorrect. 

‘In the next, they denied that an excess 
of issues would be discovered by the mer- 
chant previously to the money’s entering into 
consumptive circulation, and be returned upon 
the banks for gold: though they admitted 
that an excess of issues would produce a de- 
mand upon the banks for gold for exportation. 
But this, they proved, would take place affer 
the paper had been introduced into circula- 
tion, and had depreciated the value both of 
itself and of the gold in which it was payable : 
that gold, by this operation, becoming less 
valuable in England than in other countries, 
would be exported to other countries ; that 
the excess of paper would be returned upon 
the banks in demand for it, to be sent abroad 
until the excess was withdrawn; and that the 
value of both paper and gold would /hen rise 
to its previous level, and the exportation of 
gold cease. ‘This doctrine negatived the idea 
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of Smith, that an excess of issues did not find 
its way into consumptive circulation. It was 
contended, on the contrary, that prices must 
be raised above their proper level, before the 
exportation of gold could be brought about. 

*« Thus two important principles of Smith’s 
which would be very much calculated to affect 
his views as to the value of a paper currency, 
were set aside: first, that the banks had an 
easy rule by which to guard against excess ; 
and next, that if they did issue to excess, no 
derangement of prices would be produced by 
it: that the injury would be felt by them- 
selves, and not by the public. 

‘**'To this derangement of prices, however, 
which according to their views must precede 
an exportation of gold, the Committee did 
not appear to attach much importance. 

‘In the third place, they contended, that 
the issues of the Bank of England regulated 
those of the country banks. ‘This theory 
was new, though appearing to be suggested 
and borne out by experience.” 

When Mr. Joplin says that the principles 
of the Bullion Committee became the received 
opinions, we are to understand thereby that 
they became the opinions of a large part of 
the Britishnation. ‘The anti-bullionists were 
so much attached to their favorite theory, that 
they could not be separated from it by either 
facts or reasoning. Such was the influence 
of these theorists, and such was the force of 
circumstances, that, though it had been de- 
termined that specie payments should be 
resumed in one year after the close of the 
war, the government delayed, for four or five 
years, to take the necessary measures for 
effecting this object. 

In May, 1821, the Bank of England regu- 
larly resumed the payment of gold on de- 
mand. 

In the twenty-four years previous, in which 
inconvertible paper had been the circulating 
medium, many hundred millions had been 
added to the national debt, and the amount of 
private debts had been swelled immensely. 
The paying in specie of the interest of a nation- 
al debt contracted in paper, and the discharging 
of private contracts in a currency of enhanced 
value, necessarily produced much embarrass- 
ment. No sooner, however, had the difficul- 
ties attendant on the resumption of specie 
payments been surmounted, than the Bank 
of England began to extend its issues. In 
1824, it reduced the rate of discount from 
5 to 4 per cent., and as the country banks at 
the same time increased their circulation, such 
an appearance of prosperity was produced, as 
was unexampled in the annals of the kingdom. 

This lasted till September 1825. Difficul- 
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- adopted, observed, that they fully agreed with 






ties then began, and continued to increase till ~ 
the latter part of December, when there was 
a convulsion which threatened all interests 
with destruction. 
**Such a panic,’’ says Mr. Joplin, ‘‘ oceur- 
ring in a period of profound peace, after a 
good harvest, and traceable to no other cause 
but defects in our system of Banking and 
Currency, rendered it, of course, incumbent 
on the ministers to bring forward measures 
to remedy, if possible, the evils which had 
been produced, and also to prevent the recur- 
rence of such disasters in future:”’ 
One of the principal measures they recom- 
mended was, the abolition of one and two 
pound notes; and, on this occasion, they, 
according to the British author just quoted, 
** adopted a mode of speaking of our currency 
different to any that had hitherto been adopted. 
When the withdrawal of the small notes was 
enacted in 1819, all the arguments were in 
favor of paper payable in gold. The Bullion 
Committee, whose views had been implicitly 


















Dr. Adam Smith, and all the most able writers 
and statesmen of this country, in considering 
a paper circulation constantly convertible into 
specie as one of the greatest practicable im- 
provements which can be made in the political 
and domestic economy of any State, and that 
such convertibility was a complete check 
inst over-issue. 

‘* Nor had this doctrine ever been impugned 
by those who differed from the Bullion Com- 
mittee in other respects. ‘They, on the con- 
trary, always contended, that paying in cash 
would not merely prevent over-issues, but 
would prevent enough being issued. It was 
too great a check upon issues. But in ex- 
plaining the principles thus laid down in the 
letter to the Bank, the ministers now, for the 
first time, gave up this doctrine.” 

Mr. Charles Grant stated, that “ the great 
problem with respect to currency, is to dis- 
cover that check whereby the evil we wish 
to avoid may be arrested before it takes place, 
The principle should be preventive rather 
than corrective. His honorable friend oppo- 
site (Mr. Smith) seemed to think, that the 
convertibility of paper into gold would operate 
as a sufficient check to arrest its progress ; 
and in this opinion he was certainly supported 
by high authorities, amongst whom were some 
of the wisest men that composed the Bullion 
Committee. ‘They all agreed upon the ne- 
cessity of the convertibility of paper into 
gold, in order to establish a sound currency. 
The science of currency (for it deserved the 
name of a science) was every day acquiring 
additional light; in fact, it wasnow in a state 
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of experiment. It sereeree to him that those 
who supported the Bullion Report were led 
to rely too exclusively on this check, not 
merely to correct the evil when it does take 
place, but to operate as a preventive, by which 
to guard st the extension of it beyond a 
certain point. ‘There was no doubt of the 
check ; but it may be so tardy in its progress 
as to produce the evil itself; because it is a 
check that operates not by necessity, but by 
the discretion and judgment of those by whom 
the paper is circulated. 

*¢ It was clear from what had occurred, that 
the check provided by the convertibility of 
notes into gold, operated so tardily, as to be 
inadequate to avert the evil, and it ought to 
be the leading principle in every sound cur- 
rency, to provide the means of arresting the 
evil before it arrives at its height.” 

- Lord Liverpool took a similar view of the 
subject, and the Chancellor of the Exchequer, 
for the first time, impugned the doctrine of 
the regulating power of the Bank of England. 
He observed, ‘ that by an investigation into 
the different issues of different years, it would 
be found, that the issues of the Bank of Eng- 
Jand had no relative connection with the issues 
of the country banks, it happening in several 
instances, that, when the Bank of England 
issues had increased, the country note issues 
had diminished, and vice versa.”’ 
_ This was also maintained by Lord Liver- 
yee , who joined with the Chancellor of the 
ee and with Mr. Huskisson, in des- 
on the merits-of a metallic medium. 
Mr. uskisson observed that, ‘‘It was the 
natural course, that, in such a fluctuating state 
of our currency, all classes of society must, 
‘in their turn, be afflicted by it; and therefore 
the sooner we got rid of that fluctuation, and 
returned to a sound, and healthy, and perma- 
hent circulating medium, the better for the 
“community atlarge. If they wished to prove 
the value of a steady and unchangeable cur- 
rency, they had it in the history of France ; 
that country had been twice invaded by a 
army, her capital had been twice taken 
ssession of, and she was obliged to pay 
large sums to foreign countries; but they had 
a steady metallic currency, and however such 
visitations might have affected the great— 
however the extensive contractor might have 

e injured or ruined, the body of the popu- 
ation remained unoppressed. ‘The storm 
ont have crushed the forest tree, but it 
sed over without injuring the humble reed. 
$s was to be attributed to the permanent 

- upon which the currency of that 
y had been established.” 
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In conformity with these views, an act 
was passed to prohibit, after the 5th day of 
April, 1829, the issue of all notes of a less 
denomination than five pounds sterling. In 
1828, a vigorous effort was made to repeal 
the law, but it was strenuously and success- 
fully resisted. 

In a debate on the subject, on the 3d of 
July, 1828, the Duke of Wellington said, 
‘‘ The measure of 1826 was not founded on 
any theory, but on experience which the few 
last years had confirmed. That experience 
had proved the fallacy of a theory which 
stated that a paper currency was perfectly 
safe as long as it was convertible into gold 
and silver. Experience during the last se 
years had proved this theory not to be true. 
It had likewise proved another theory not 
true—the theory that one pound notes and 
sovereigns could circulate together.”’ 

In the same debate Lord King remarked, 
that ‘*those persons who considered paper 
money as an excellent thing to be established 
in a country, he was disposed to view as 
heretics. He had no hesitation in saying 
that the superstition attached to paper money 
was idolatrous in the highest degree. He 
looked upon it as the most dangerous heresy 
of all heresies.”’ 

‘The opinions of such men as Mr. Huskis- 
son, Mr. Grant, Lord King, Lord Liverpool, 
and the Duke of Wellington, are, on such a 
subject as this, entitled to the respectful atten- 
tion of every candid American. In their 
country, paper money banking has been 
known longer than in ours. Every thing 
that can be said in favor of convertible paper, 
has been said in the various publications that 
have issued from the British press. ‘These 
statesmen were familiar with all the argu- 
ments usually adduced in support of the 
system. Ample were their opportunities for 
observing its practical effects. 

If, however, we are disposed to disregard 
the result of their experience, let us examine 
the system for ourselves. 

If paper money banking requires only new 
restrictions to prevent its producing evil, the 
nature and number of those restrictions can- 
not be known, till we know all the evils it 
has produced. 

If, as some seem to think, the system is to 
be perpetual, the effect it has on society, is a 
rational subject of inquiry. Such an inquiry, 
if faithfully made, will prevent us from as- 
cribing to other causes such evils as have 
their origin in banking, and thereby prevent 
us from increasing those evils by applying 
improper remedies, 
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CHAPTER I. 
Importance of the Subject. 


In an address to the stockholders of the 
United States Bank, at their meeting in 1828, 
Mr. N. Biddle, the President of that institu- 
tion, stated that five hundred and forty-four 
Banks had been established in different parts 
of the country. He added that one hundred 
and forty-four of these Banks had been openly 
declared bankrupt, and that about fifty more 
had suspended business. 

Mr. Gallatin, in his ‘‘ Considerations on 
the Currency and Banking System,’’ pub- 
lished in 1831, gives a list of three hundred 
and twenty-nine State Banks then in operation, 
having nominal capitals of the amount of 
108,300,898 dollars. This sum, added to 
the capital of the United States Bank, made 
the whole nominal capital of these institu- 
tions upwards of 143,000,000 of dollars. 

These Banks issue notes which serve as 
substitutes for coin. 

They grant credits on their books, and 
transfer the amount of credit from one mer- 
chant to another. 

They receive money on deposit. 

They buy and sell bills of exchange. 

They discount mercantile notes. 

They buy and sell public stocks. 

All these are important functions, and if 
only one of them be ill performed, the com- 
munity must suffer inconvenience. 

The Banks are scattered through nearly 
all the States and Territories which compose 
our Union; but they may all be embraced in 
one view, inasmuch as they all substitute 
paper for specie, and credit for cash, and are 
all endowed with privileges which individuals 
do not possess. 

By their various operations, immediate and 
remote, they must affect, for good or for evil, 
every individual in the country. Banking is 
not a local, temporary, or occasional cause. 
It is general and permanent. Like the at- 
mosphere, it presseseverywhere. Its effects 
are felt alike in the palace and the hovel. 

To the customs of trade which banking 
introduces, all are obliged to conform. A 
man may, indeed, neither borrow money from 
the Banks, nor deposit money in their vaults : 
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but if he buys or sells it is with the medium 
which they furnish, and in all his contracts 
he must have reference to the standard of value 
which they establish. ‘There is no legal 
disability to carry on commerce in the safe, 
old-fashioned way; but the customs of bank- 
ing have introduced a practical disability. It 
is no longer possible for the merchant to buy 
and sell for ready money only, or for real 
money. He must give and take credit, and 
give and take paper money, or give up 
business. 

Bank paper is not a legal tender in the 
discharge of private debts: but it has become, 
in point of fact, the only actual tender, and 
the sudden refusal of creditors to receive it 
would put it out of the power of debtors to 
comply with their engagements. 

Credit, the great rival of cash, is completely 
controlled by the Banks, and distributed by 
them as suits their discretion. 

These institutions may contribute little to 
the production of wealth, but they furnish 
the means to many for the acqutsition of 
wealth. They appear to be the chief regulating 
cause of the present distribution of wealth, 
and as such are entitled to particular attention. 

‘‘In copying England,”’ says Mr. Jeffer- 
son, ‘* we do not seem to consider that like 
premises induce like consequences. The 
Bank mania is one of the most threatening 
of these imitations: it is raising up a moneyed 
aristocracy in our country which has already 
set the government at defiance, and although 
forced to yield a little on the first essay of 
their strength, their principles are unyielded 
and unyielding. They have taken deep root 
in the hearts of that class from which our 
legislators are drawn, and the sop to Cerberus, 
from fable, has become history. Their prin- 
ciples take hold of the good, their pelf of the 
bad, and thus, those whom the Constitution 
has placed as guards to its portals, are sophis- 
ticated or suborned from their duties. ‘That 
paper money has some advantages must be 
admitted: but its abuses are also inveterate ; 
and that it, by breaking up the measure of 
value, makes a lottery of all private property, 
cannot be denied. Shall we ever be able to 
put a constitutional veto upon it?” 

‘These are forcible remarks. Those which 
follow, by another writer, place the subject 
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in a somewhat different, but not less striking 
point of view. 
~ ‘In most disquisitions upon the noxious 
tendency of Banks, much stress has been 
laid upon the injuries they have a power to 
inflict, by excessive loans and consequent 
bankruptcy, and by creating and circulating 
a permanent excess of currency. Could these 
two evils be avoided, many believe that Banks 
would be innoxious. I regret to differ. I 
am not of those who imagine that Banks, in- 
corporated with a liberal capital, will ever 
endanger their solvency by extending their 
loans; nor of those who believe that Banks, 
controlled by specie payment, can circulate a 
permanent excess of paper. And yet, I think 
I ean perceive a portentous power that they 
exercise over commercial enterprise. I am 
of opinion that they can circulate a /emporary 
excess of paper, which, from time to time, 
finds a corrective in a run upon the Banks for 
specie; that this temporary excess is suc- 
ceeded by a temporary deficiency, one ex- 
treme invariably tending to another; that the 
consequences of this alternate excess and 
deficiency are, in the former case, to impart 
an undue excitement, and in the latter an 
undue depression to commercial enterprise ; 
that the effect of the former is to create an 
unnatural facility in procuring money, and to 
enhance unnaturally the price of commodities; 
while that of the latter is to produce an ar- 
tificial scarcity, and to cheapen prices artifi- 
cially; that the victims of these vibrations 
are the great body of merchants, whose capital 
and average deposits cannot always command 
discounts ; that the gainers are a few intelli- 
gent and shrewd capitalists, the magnitude 
of whose deposits commands enormous dis- 
counts at all times, and who, being behind 
the curtain, know when to buy and when to 
ell. I am of opinion that these vibrations 
inflict evils which close not with mercantile 
en that they tend to unhinge and 
rder the regular routine of commerce, 
and introduce at one moment a spirit of wild 
and daring speculation, and at another, a 
prostration of confidence, and stagnation of 
bus : that these feelings are transferred 
from the counting-house to the fireside ; that 
the visionary profits of one day stimulate 
extravagance, and the positive losses of an- 
other engender spleen, irritation, restlessness, 
a spirit of gambling, and domestic inquietude. 
_*T appeal to the commercial history of our 
country, during the last seven years, and to 
the aching hearts of many of my fellow citi- 
zens, for the truth of these reflections. 
J wish not to be misunderstood. Let no 
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one suppose me so weak as to attribute every 
unfortunate speculation, and every fluctuation 
in prices, to an undue management or organi- 
zation of our banking institutions. ‘That 
would be a folly, from the imputation of which 
I trust the preceding remarks will rescue me. 
There are commercial fluctuations, and they 
are wholesome. ‘They invigorate enterprise, 
and their benefits are directly felt by all. 
‘here are banking fluctuations, and they are 
highly deleterious. ‘They intoxicate enter- 
prise, only to enfeeble it; and the benefits 
are restricted to a few. 

** This evil of banking fluctuation, ends not 
with the mercantile community. It extends 
to every thing that commercial enterprise 
reaches. It injures the farmer and the me- 
chanic, in the precise ratio of the vacillations 
of public feeling. 

‘* The injuries which it has inflicted have 
been as universal as the insinuation of bank 
paper; and the peculiar manner of its opera- 
tion renders it doubly distressing. It does 
not affect the wealthy man, because he can 
always control discounts; but it falls with 
single and dreadful severity upon the indus- 
trious poor man, whose capital is not sufficient 
to command permanent accommodations ; 
upon the inexperienced, who purchase know- 
ledge by a sacrifive of property, and upon ~ 
the merchant whose skill and sagacity are 
superiour to his wealth, . . . 2. . . 
Against a power so tremendous, what barrier 
has been erected? Against a power which, 
at different periods, has baffled the legislative’ 
wisdom of our revolutionary sages, of the 
governments of Europe, and of Great Britain : 
what check have we imposed? THE INTEREST 
ACCOUNT OF EACH Bank. As well might 
Canute have controlled the waves of the ooean 
with a breath.”’* 


The view which was taken of the subject 
by a committee of the New-York Legisla- 
ture, in 1818, is well deserving of attention. 


‘Of all aristocracies,” they said, *‘ none 
more completely enslave a people than that 
of money ; and in the opinion of your com- 
mittee, no system was ever better devised 
so perfectly to enslave a community, as that 
of the present mode of conducting banking 
establishments. Like the syren of the fable, 
they entice to destroy. ‘They hold the purse- 
strings of society ; and by monopolising the 
whole of the circulating medium of the 
country, they form a precarious standard, by 
which all property in the country, houses, 
lands, debts and credits, personal and real 


* Letter to Mr. Gallatin, by Publicola, New-York, 1815 


Original from 


INDIANA UNIVERSITY 





16 


estate of all descriptions, are valued; thus 
rerdering the whole community dependent 
on them; proscribing every man who dares 
to expose their unlawful practices: if he 
happens to be out of their reach, so as to 
require no favors from them, his friends are 
made the victims. Sono one dares complain. 

«* The committee, on taking a general view 
of our State, and comparing those parts where 
banks have been for some time established, 
with those that have had none, are astonished 
at the alarming disparity. ‘They see in the 
one case, the desolations they have made in 
societies that were before prosperous and 
happy; the ruin they have brought on an 
immense number of the most wealthy farmers, 
and they and their families oe, hurled 
from wealth and independence into the abyss 
of ruin and despair. 

“If the facts stated in the foregoing be 
true, and your committee have no doubt they 
are, somether with others equally reprehen- 
sible and to be dreaded, such as that their 
influence too frequently, nay, often already 
begins to assume a species of dictation alto- 
gether alarming, and unless some judicious 
remedy is provided by legislative wisdom, we 
shall soon witness attempts to control all se- 
lections to offices in our counties, nay the 
elections to the very legislature. Senators 
and members of Assembly will be indebted 
to the banks for their seats in this eapitol, and 
thus the wise end of our civil institutions will 

_be prostrated in the dust of corporations of 
their own raising.” 

Not a few of those who have a personal 
interest in the continuance of the system, 
acknowledge and deplore the evils it produces. 
Indeed, we have found no men more sensible 
of those evils, than some of the officers of 
banks. ‘They retain their offices on the same 
principle that they would, if they lived in 
England, retain offices under a government 
which they could not admire. ‘To the estab- 
lished system of a country, whether political 
or commercial, men may deem it expedient, 
perhaps believe it necessary, to conform ; but 
this need not prevent their discovering the 
necessity for reformation. 

One of these gentlemen, Mr. John White, 
the Cashier of the United States Branch Bank 
at Baltimore, makes the following candid 
and correct statement, in a letter to a late 
Secretary of the Treasury, under date of 
February 15th, 1830: 

‘* Looking back to the peace, a short period, 
fresh in the memory of every man, the 
wretched state of the currency for the two 
succeeding years, cannot be overlooked; the 
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disasters of 1819, which seriously affected 
the circumstances, property, and industry of 
every district in the United States, will long 
be recollected. A sudden and pressing scar- 
city of money prevailed in the spring of 
1822; numerous and very extensive failures 
took place at New-York, Savannah, Charles- 
ton, and New-Orleans, in 1825; there was 
a great convulsion among Banks and other 
moneyed institutions in the State of New- 
York in 1826; the scarcity of money among 
traders in that State, and eastward, in the 


‘winter of 1827 and 1828, was dis i 


and alarming; failures of banks in’ Rhode- 
Island and North Carolina, and amongst the 
manufacturers of New-England and this State, 
characterise the last year; and intelligence 
is just received of the refusal of some of the 
principal banks of Georgia to redeem their 
notes with specie—a lamentable and rapid 
succession of evil and untoward events, preju- 
dicial to the progress of productive industry, 
and causing a baleful extension of embar- 
rassment, insolvency, litigation, and dis- 
honesty, alike subversive of social happiness 
and morals. Every intelligent mind must 
express regret and astonishment, at the recur- 
rence of these disasters in tranquil times, and 
bountiful seasons, amongst an enlightened, 
industrious, and enterprising people, com- 
paratively free from taxation, unrestrained in 
our pursuits, possessing abundance of fertile 
lands, and valuable minerals, with capital and 
capacity to improve, and an ardent disposition 
to avail ourselves of these great bounties. 

‘*Calamities of an injurious and demoral- 
ising nature, occurring with singular fre- 
quency, amidst a profusion of the elements 
of wealth, are well calculated to inspire and 
enforce the conviction that there is something 
radically erroneous in our monetary system, 
were it not that the judgment hesitates to 
yield assent, when grave, enlightened, and pa- 
triotic Senators, have deliberately announced 
to the public, in a recent report, that our sys- 
tem of money is in the main excellent, and 
that in most of its great principles, no inno- 
vation can be made with advantage.” 

The “grave, enlightened, and _ patriotic 
Senators,’’ to whom Mr. White alludes, are 
those who, with Mr, Smith, of Maryland, at 
their head, made a report, in the year 1830, 
in which they represented certain kinds of 
bank paper as being as good as gold, and even 
better than gold. If their opinion is correct, 
it ought to be confirmed. If it is not correet, 
its fallacy ought to be exposed; for error in 
such a subject as this, may be productive 
of incalculable mischief. 
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THIS JOURNAL WILL CONTAIN, 


Ist. A new edition of “A Short History of Paper Money 
and Banking in the United States,” by Wm. M. eee with 
corrections and additions, bringing the narrative down to 
the nt time. 

Essays on Banking, Currency, Exchanges and kindred 
topics, in which efforts will be made to place these subjects 
in the clearest light possible. 

3d. A semi-monthly review of Tue Times, embracing the 
most important events, especially those which relate to the 
money and uce markets, and which affect the general 
operations of business. ; . 

4th. Such miscellaneous matter as will, while it will add 
to the interests of the work, subserve its main object, which 
is that of showing the true character of our paper money and 
banking system, and the effect it has on the morals and hap- 
piness of different classes of the community. 

This Journal will be especially intended for Farmers and 
Mechanics, but it is hoped it will not prove unuseful to Mer- 
chants and other productive members of society. 

It will be published once every two weeks. Each number 
will contain sixteen pages octavo, double column, with the 

leaves stitched and cut, thus uniting the advantages of the 
open sheet with a form convenient for bailing. 

The paper will be fair and the type good. The price 
will be, 

For one copy, one dollar and fifty cents a year. 

For four copies, five dollars, or one dollar and twenty-five 

each. 


cents 
_ For ten copies, ten dollars, or one dollar each. 
Jn all cases, subscriptions must be paid in advance. 


(<> As we stereotyped the first number of the 
Journal, we can complete the files of any number 
of new subscribers. 


EVERY MAN HIS OWN BOOK-BINDER. 


i has shown that the only successful 
way of a ching the American people, is by 
the open sheet. Brorner Jonaruan isaltogether 
too busy to cut apart the leaves of a periodical. 
Well knowing this to be the case, our first inten- 
m was to issue our Journal = the sain 
newspaper form: but we changed our plan at 
the wi ion of some Cintas who remarked 
that as the contents of our newspaper would be of 
manent interest, it ought to be in a form in 
which it could readily be preserved. 
_ Those who wish to preserve the different num- 
bers in a perfect state, can easily do so by observ- 
ng the following simple directions. Take two 
pit of pasteboard, or other thick paper, a little 
ger in size than this page: and two flat strips 
of oc, about the le of this page, and about 
three fourths of an inch broad. The strips of wood 
are intended to prevent the pasteboard from being 
torn. Make perforations in each of the strips, exact- 
ly opposite to one another, and an inch or two from 


each end. Then take two bodkins, and a piece 
of narrow tape, or other thin cord, of suitable 


 Wesu it unnecessary to be more particu- 
lar in our directions, It is very easy for “ every 
' 17 Ge wi 
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man to be” in this way, “his own book-binder.” 
And that this method of preserving newspapers 
and other periodicals, is seldom resorted to, must 
be merely because people “do not think of it :”— 
the very reason why Columbus’s companions could 
not make an egg stand on end. 
Our best respects to Brorner Jonatruan. Our 
is good, and our type mostly new. As we 
ave been at the pains to cut apart the leaves of 
our Journal, we have no doubt he will condescend 
to turn over our pages. Will he do us the addi- 
tional favour of endeavouring to preserve them. 
He is asmart fellow, and it will give him less trou- 
ble to prepare this domestic book-binding apparatus, 
than it has given us to write this article. After 
the apparatus is once prepared, as each additional 
number of the Journal is received, it will require 
but half a minute to put it on file. Thus the first 
page and the last page will be kept equally clean ; 
there will be no stray numbers: and at the end 
the year, the volume will be neat and com- 
ete. 
E As it is not by any one or two or three num- 
bers of this paper, but by many taken collectively, 
that its value is to be judged of, we are particu- 
larly desirous that complete files of it should be 
preserved. Brother Jonathan will find his ac- 
count in becoming in this way his own book-bind- 
er. At the end of the year, he will find that he 
has got together a great quantity of “pretty and 
smooth reading,” which will: entertain him for 
many a léig winter’s evening, besides much that 
can be read to edification on Sundays, “’tween 


preachings.” 


A correspondent in Massachusetts wishes to 
know if we will give an index at the close of the 
year. Certainly, sir, if you wish it. As our de- 
sign is that this Journal shall contain truths which 
will be of as much importance ten years hence as 
they are now, and concentrate a variety of facts 
which are now scattered through many publica- 
tions, an index to facilitate reference wih seem 
indispensable to the completion of the plan. 


A North Carolina correspondent requests us to 
add to the list of Banks that have not suspended 
perme the Merchants’ Bank of Newbern. 

e have sere pleasure in complying with the 
request. The charter of this bank has in it a pro- 
vision ‘* That in case of the inability of the Bank, 
to pay, the individual] stockholders shall be liable 
to creditors, in sums double the amount of stock 
by them respectively held.” “ This individual 
liability” our correspondent adds, “has, as is 
thought, checked excessive issues.” 
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THE BANK QUESTION. 

We sometimes hear people say, “Ah, if banking 
was an original question, such views as you en- 
tertain ought to be generally adopted. But we 
have grown up under the present artificial system, 
and a multitude of interests have thereby been 
created, any interference with which seems more 
likely to do-harm than good.” 

To this we reply, that banking 1s an original 
question. This country is, to borrow an expres- 
sion from Edmund Burke, “but yet in itsgrizzle.” 
Our population which was but three millions at 
the period of the revolution, is now seventeen 
millions: twenty-five years hence it will be thirty- 
four millions: in fifty years, sixty-eight millions: 
and so it will go on increasing till it equals the 
population of China. Is a population like this to 
suffer, through a long course of ages, such evils 
as we endure at present from our factitious credit 
and false money system ! 

We take it for granted that every man of good 
sense will admit that a country like this, ought to 
have a sound money, a sound credit, and a sound 
banking system. There may be difference of 
opinion as to what constitutes a sound system: 
but all intelligent men must agree in opinion that 
a sound money, a sound credit, and a sound bank- 
ing system, are essential to the prosperity of the 
nation. 

We take it for granted also, that every man of 
good sense will admit that, if our present system 
is not sound, much exertion ought to be made, and 
some suffering ought to be willingly @mdured, in 
order to make it sound. 

“ But would you,” it may be asked, “ in endeav- 
ouring to effect this object, entirely disregard ex- 
isting interests?’ We reply, certainly not. We 
think that nothing can be fairer than to afford men 
who have contracted debts in bank currency, an 
opportunity of paying their debts in currency of 
equal value. We are anxious that every man 
who has invested capital in bank stock, should, if 
possible, get back every dollar thus invested. 

We hold it for a first principle, that all changes 
in the currency system of a country should be 
gradually made—that a sudden transition from a 
bad system to a good, must produce much evil. 

We would not amputate a diseased limb, 
without first making suitable preparation. But 
then again, we would not defer amputation too 
long, lest gangrene should ensue. 

What our own views are of a sound money, a 


scund credit, and a sound banking system, will be 
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developed in this Journal, and also how such a 
system may gradually be made to take the place 
of that which is at present productive of so much 
evil. We ask for these views the candid atten- 
tion of the unprejudiced. If we are in error, we 
are, we trust, open to conviction. Isitasking too 
much of those who differ from us in opinion, to 
give our arguments a fair hearing? 





GOLD AND SILVER. 


A member of Congress, who has mixed much 
with the people in one of the States, gives it as 
his opinion that one of the principal obstacles toa 
bank reform is, the erroneous opinions en 1 
by many, of the quantity of gold and silver in the 
world. He has requested us, and in fact almost 
exacted a promise from us, to say something in 
every number of our Journal, which may tend to 
enlighten men’s minds on this a Since it 
is of so much importance, it shall receivea due 
degree of attention. 

e begin to day with Mr. Gallatin’s estimate 
of the quantity of gold and silver in Europe and 
America. Ina work published by him in 1831, 
entitled “Considerations on the Currency and 
Banking System of the United States,’’ he esti- 
mates the amount of the precious metals in these 
two quarters of the world at between four thou- 
sand and five thousand million dollars. This, it 
will be recollected, was ten years ago. The 
amount has since been considerably increased, as 
the mines have annually pease millions, and 
the demand for the China trade has been greatly 
diminished. 

Taking the medium, however, of the two sums 
stated by Mr. Gallatin, namely—four thousand 
five hundred million dollars, and supposing the 
population of Europe and America to be two hun- 
dred and seventy-seven millions, it will amount to 
sixteen dollars and upwards for every man, wo- 
man, and child, on the two continents. Thesame 
gentleman estimates the whole amount of cur- 
rency in the United States in 1829, paper and 
specie together, at only six dollars a head. 

But the subject may be presented in a stro 
light. Take us, man for man, and we are 
richest people in the world, with the exception of 
the English, the Hollanders, and the Belgians.— 
Where the natural order of cause and effect is 
not inverted, the richer a country, the greater 
in proportion to population, will be the amount of 
gold and silver that will flow into it, and be re- 
tained in it. Ifa day's labor in America will pro- 
duce a bushel of wheat, and in Poland only one- 
tenth part of a bushed, it is evident that America 
must have a much greater amount than Poland of 
surplus produce wherewith to purchase the pre- 
cious metals, or whatever else may be ‘desired.— 
It is not too much to say, that if the natural laws 
of supply and demand had not been interfered 
with, the United States would have, in proportion 
to population, four, five, six, seven, yea, eight times 
as much gold and silver as many of the countries 
of Europe. Take it at only the double of the 
average for the population of the two continents, 
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and it will amount to thirty-two dollars a head, or 
to five hundred and fourteen millions. This would 
ive us one-ninth part of the stock of gold and 
silver in Europe and America, while our popula- 
tion is but one-sixteenth: but for the reasons al- 
ready stated, under a natural order of things, we 
have, man for man, a much larger portion 
of the precious metals, than falls to the lot of most 
countries of Europe. 

Suppose, however, we had but the average of 
sixteen dollars a head. This would amount to 
two hundred and fifty-seven millions. 

On two points do people (that is, some people) 

itally err. First, in regard to the quantity o 
and silver in the world. This is much 
greater than they imagine it to be. Next, in re- 
gard to the amount of money required for com- 
mercial purposes. This is much smaller than they 
nang it to be. Under a sound money, sound 
it, and sound banking system, ten dollars a 
head would probably be amply sufficient in the 
United States. 





THE TIMES. 


It is one of the peculiarities of a paper money 
system, that under it, a country may abound in 
wealth, may owe nothing to foreigners, and yet 
at man in it may be bankrupt. 

This may sound strange to many readers, yet it 
will be easy to demonstrate it. 

Suppose a state to have within its limits one 
hundred thousand families, and each family to be 
worth ten thousand dollars. Here will be an ag- 
grogate of property of the value of one thousand 
eo dollars, eS ; 

ext suppose each head of a family to dispose 
of his own property on credit, and onthe, ki 
equal amount from some one else on credit. Here 
isan gate of debts and credits of two thou- 
sand million dollars. 
Then suppose the circulating medium of such 
a community to be suddenly reduced in amount 
one-half. ‘I'hrough the shock that would be given 
to confidence, prices would fall more than one- 
half; but suppose them to fall only one-half. Here 
apa will be but Penne million dollars’ worth 
of , with which to liquidate two thousand 
Smillions of debts and credits. Each man will re- 
ceive five thousand dollars from his debtor, and pa 
five thousand dollars to hiscreditor. Yet when all 
this is gone through with, each man will owe five 
thousand dollars, and have five thousand dollars 
owing to him. Every one would then be bank- 
-rupt, although the land, the houses, and all the 
ier wealth of the State would be just what they 
were before “the contraction” began. 
‘. Now such a case as is here supposed, cannot 
occur in practice. A trading nation will owe 
more or less to foreigners; and much as we are 
in love with the “credit system,” every man will 
Not dispose of all his property on credit, and pur- 
chase an equal amount from others on credit.— 
The case will, however, serve to illustrate the 
effects of “a flexible” standard of value. 
Ina ter or less extent, such effects are pro- 
luced by every contraction of our currency.— 
Sometimes they fall on one class of commodities, 


ag, 
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and sometimes on another. Sometimes on one 
ae of the country, and sometimes on another.— 

he ruin is not so general as in the case we have 
supposed, but it is not therefore the less effectual 
with those who are the victims, 

In the former great bank revulsion of 1819, the 
distress in Pennsylvania fell principally on owners 
of farmsand town lots. Now it falls more directly 
on the owners of stocks of various descriptions. 
The incomes of different citizens of Philadelphia, 
from this single source, have, it is said, sustained 
a reduction of between one and two million dollars 
per annum. 

Of course such a reduction in the income of one 
class of capitalists, affects very sensibly the gene- 
ral operations of society. Confidence being 
shaken, other capitalists fear to make investments, 
and many of the laboring classes have not profita- 
ble employment, 

Yet in defiance of all this, our city seems to be 
advancing. New houses are going up in all di- 
rections, and among them are not less than seven 
or eight churches, including some founded last 

ear. It was not so in the revulsion of 1819.— 

hen a stop was put to nearly all improvements, . 

We regret to say that appearances with us are 
in some respects better than the reality. For an 
example :—in a conversation with a leading capi- 
talist, we learned that several large store houses 
he had in a commercial street, brought him no 
rent, and yet he suffered them to. be occupied by 
men calling themselves merchants, because if they 
should remove, it might be thought that the neigh- 
borhood was a poor one for business, and then 
others of his store houses would be vacated. As 
a sign of the times, this is decidedly a bad one. 

Then again we learn that in some large me- 
chanical establishments, the men, though appa- 
rently on full wages, receive weekly or one- 
For the rest they have to trust—till times 


half. 
become better. 

Yet, many individuals are doing a better busi- 
ness than they did in the years of great inflation. 


We will give one case by way of example. A 
certain manufacturing and commercial firm, hav- 
ing a branch in a city in one of the south western 
States, thought it was carrying on “a most flour- 
ishing trade” in the year 1835, ’36, and ‘37, Its 
profits, according to its books, amounted to at least 
25,000 dollars a year, which divided between two 
young men, who had but little capital tocommence 
with, was certainly doing “a very fair business.” 
When they tried to collect what was due to them, 
all their profits vanished, and happy enough were 
they to preserve their capital untouched. They 
are now doing a much less extensive, but far more 

rofitable business than they did in the years of 
inflation, and this, we doubt not, is the case with 
multitudes of others. Indeed, our merchants 
generally are said to be much less dependant on 
the banks than they were in former years, and 
this is a sure sign, if not of present, at least of 
coming prosperity. 

[n some other parts of the country, the signs of 
prosperity are less equivocal. The revenue from 
the New York and some of the Ohio canals, has 
exceeded that of the corresponding months of any 
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ae year. This shows an increase of real 
e. 

If we turn to our foreign trade, we shall find 
nothing therein to di us. Our exports of 
domestic produce in the year ending September 
30th, 1840, amounted to nearly one hundred and 
fourteen millions. In 1839, they were only one 
hundred and three millions. In 1888, they were 
still less, having been only ninety-six millions; 
and in 1837 less still, having been only ninety-five 
millions. | 

If Congress will only “ let us alone,” all will 
at length come right. If we do die, it will be of 
the doctor not of the disease, 


CONGRESS. 


In compliance with a proclamation of the late 
President, (Gen. sagt a special session was 
convened on the 3lst of May. 

Owing to some difference of opinion on points 
of order, it took the House anes to organize, 
than it would take a man totravel from Liverpool 
to New York. In the Senate no such difficulty 
occurred. While we write, the two bodies have 
been in session for more than six weeks, and yet, 
an act vs gar 25,000 dollars for the relief 
of the widow of the late President, is the only one 
that has been passed, or at least the only one of 
moment enough to attract attention. We mention 
this not by way of reproach or regret. As a 
general rule, the less legislation the better. 

In both houses there have been some interesting 
discussions, or in the Senate, on the state 
of the public finances, and on the repeal of what 
is called the “ Sub-'T'reasury bill.”” ‘This bill was 
ably supported by Messrs. Woodbury, Calhoun, 
Wright, Rector: Allen, McRoberts, and others; but 
when the vote was taken, its friends were to its 
opponents as only 18 to29. Weare not surprised 
at this result. The measure has not been suffered 
to rest on its own merits; but has been made to 
bear the odium of whatever was (whether right- 
fully or wrongfully) unsatisfactory to a portion of 
the people in the administration of public affairs 
during the twelve years in which Gen. Jackson 
and Mr. Van Buren held the reins of Government. 

Regarding the repeal of the measure as a sig- 
nal triumph over the last two administrations, it 
was pushed through the Senate witha haste which 
gave its friends just cause to complain that the 
rights of free discussion were invaded. After all, 
however, the measure is but half repealed. ‘The 
Independent Treasury system has two leading 
features. By the first, bank and state are profess- 
edly separated: by the second, the application of 
public funds to private uses is made a criminal of- 
fence. The Senate's bill will, if it should become 
a law, (as we suppose it will) restore the connec- 
tion between bank and state, but will not justify 
the application of the public funds to private uses, 
on the part of those officers who are entrusted 
“with the safe keeping, transfer, or disbursement 
of the public moneys.” It is, we suppose, in- 
tended that corporations being public depositories 
shall have the privilege of using the money; but 
this privilege which was, by connivance, exercised 
by individual officers from the foundation of the 
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vernment til] the pa of the act of July 4th, 
840, is not to be to them. It shonld be 
matter of congratulation with the friends of the 
Constitutional system, that this important part of 
it is to be retained. 

In the House, a bill has been passed, to divide 
the proceeds of the public lands among the States. 
The hope that this will relieve the State govern- 
ments trom their embarrassments, will prove ut- 
terly fallacious. And it will, in the present state 
of our finances, impose on the United States Gov- 
ernment the necessity of imposing new taxes on 
the people, in an amount exceeding the sum to be 
distributed among the States. ; 

Another bill, which has been passed by the 
House, is one to authorise a loan for twelve mil- 
lion dollars. In our treasury notes, we have a 
floating debt, which is bad enough. If a nucleus 
is laid in time of peace for a permanent national 
debt, what may it not ultimately swell to? 

Among other measures that have e ed the 
attention of Congress, are Mr. Ewing’s (the Sec- 
retary of the Treasury) and Mr. Clay’s plans for 
fiscal agencies. ‘These are of importance enough 
to require separate articles. 


MR. EWING’S FISCAL AGENCY. 


This is nothing but an old fashioned Bank of the 
United States, with some provisions which render 
it more objectionable than either of the two form- 
er national banks. 

The bank is to be located in the District of Co- 
lumbia, with power to establish branches in the 
several states, with the assent of the States. 

The capital is to be thirty million dollars. 

The United States Government is to subscribe 
one-fifth part of the capital, or six millions; and 
on the supposition that it is the intention of Con- 
gress to pay the fourth instalment of * the surplus 
revenue”’ into the treasuries of the States, the U. 
S. Government is to subscribe about nine millions 
more on account of the States. 

For the amount to be subscribed by the govern- 
ment, in all about fifteen millions, a stock is to be 
created besring an interest of five per cent. per 
annum, redeemable at the pleasure of the govern- 
ment, at any time after fifteen years. 

If Congress shall not see fit to pay the fourth 
instalment to the States, the States are to be per- 
mitted to take the stock of the Bank, according to 
their respective amount of population, to the ex- 
tent of ten millions in all, issuing therefor stock 
of their own. 

If no subscription is made on the 
States, the U. S. Government is to su 
ten millions of the stock. 

The affairs of the Bank are to be managed by 
seven directors, two of them to be appointed by 
the President with the advice and consent of the 
Senate, and five to be elected annually by the 
stockholders. 

Each branch is to be managed by not more than 
seven, nor less than five directors, two of them to 
be appointed by the State in which the branch is 
situated, if such State be a stockholder, and the 
rest to be appointed by the Directors at Washing- 
ton City. 
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The Bank is to be the fiscal agent of Govern- 
ment. 
- Its existence as a corporation is to continue for 
twenty years, with power to use its corporate 
name for two years longer in settling up its af- 


This plan proposes to involve the United States 
in a debt of from six to fourteen millions; at a 
time when it is asserted that the ordinary revenue 
is insufficient to meet the ordinary expenses. In 
one contingency, it proposes to add to the amount 
of State debts, although many of the States are 
unable to pay the interest on debts already in- 


It complicates the aflairs of the State govern- 

ments, and the United States government, in a 
manner never contemplated by the framers of the 
constitution. 
- It establishes a political bank, and of all kinds 
of banks, political banks are the worst. Govern- 
ment directors not being directly responsible to 
the stockholders, care less, generally speaking, for 
the interest of the institution which they control, 
than for their own interest. With two govern- 
ment directors at Washington, and two in each 
State, politicians of the that happens to be 
uppermost, may expect to amply accommo- 
dated, but the interests of merchants will be a 
secondary consideration, and those of the stock- 
holders will be hardly regarded at all. 

The constitutional objections to a national bank 
are not removed by this plan. In requiring the 
assent of the States to the admission of branches 
within their bounds, it tacitly admits that the con- 
stitution does not confer on congress the power to 
establish banking institutions in the States without 
their assent. But it provides for an enlargement 
of the power of the U. S. government in a man- 
ner unknown to the constitution. The perfection 
of republican government consists in securing the 
rights of the minority. This object the framers 

the constitution sought to attain, by giving the 
weaker States an equal representation in the Sen- 
ate with the stronger, and by providing that 
amendments to the constitution shall require the 
concurrence of two-thirds of both houses of con- 

‘ess, and that of the legislatures of three-fourths 

the States. 

_ On this plan, however, the powers of the gene- 
ral government may be greatly enlarged by the 
concurrence of a bare majority of both houses of 
C and that of the legialaibrn of less than 
one-half of the States. 
_ Is it possible that those States’ rights men who 
ive given this plan their countenance, have con- 
sidered it in al] its bearings? Admit the princi- 
jles on which it is founded, and the District of 
columbia becomes a mere fortress for the invasion 


of State rights. 
a 
'* MR. CLAY’S FISCAL BANK. 


“This differs from Mr. Ewing’s principally in 
not requiring the assent of the States to the es- 
tablishment of branches within their limits. The 

capital is to be thirty millions, with the privilege 

of increasing it to fifty, if deemed necessary or 
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To it the following objections apply. 

Ist. The ninth amendment to the Constitution 
declares that “ the powers not delegated to the 
United States by the Constitution, nor prohibited 
by it to the States, are reserved to the States re- 
spectively or the people.” ‘The Constitution con- 
tains no clause giving Congress the direct power 
to establish a bank. 

2nd. When it was proposed in Convention that 
Congress should have power to establish corpora- 
tions, the proposition was rejected, on the express 

und that this would give Congress power to 
incorporate a bank. 

3rd. The establishing of a corporation, is not 
“ the necessary and proper,” or, if the phrase be 
preferred “the natural and appropriate,” way of 
conducting the fiscal concerns of the Union. The 
natural and appropriate way is in offices estab- 
lished by Government, and by officers subject to 
the complete control of Congress. These are all 
that are “ necessary and proper.” 

4th. One of the main objects for which the 
Federal Constitution was established, was that of 
making this a hard money government. This 
object is completely frustrated by the use of bills 
of credit (for such are bank notes) in fiscal trans- 
actions, 

5th. The sixth article of the ninth section of 
the Constitution declares, that “no money shall 
be drawn fiém the Treasury but in consequence of 
appropriations made by law.” ‘This article will 
be violated if the bank makes any loan or discounts 
on the public funds. Money to the credit of the 
Treasurer of the United States is always consi- 
dered as being in the Treasury. It cannot be in 
the Treasury and out of it at the same time. It 
cannot be lent to individuals all over the country, 
without violating the express provision “that no 
money shall be drawn from the Treasury but in 
consequence of appropriations made by law.” 

6th. If the Government of the United States 
becomes a money lender, it must, having at pre- 
sent no “surplus revenue,” im additional 

*taxes on the people, or else run the nation in debt 
to a greater extent than would otherwise be ne- 
cessary. ‘The balance nominally in the Treasury 
(but really Jent out to speculators) must he from 
four to six millions more than would be requisite 
under a sound fiscal system. 

7th. The money thus lent out, will, when most 
wanted, not be available for the public service. 
If the bank should endeavor to collect it, at short 
notice, it will thereby spread ruin through the 
community. This is exactly what occurred un- 
der “the pet bank” system. The public money 
was lent by the banks to merchants and specula- 
tors. Congress directed it ‘to be deposited with 
the States,” in order that it might be applied to 
public uses. The banks made an attempt to col- 
lect it from those to whom they had lent it. Is it 
necessary to tell what was the consequence? 

8th. In time of war the bank must inevitably 
suspend specie payments, and who can say how 
long it would be before such an event would oc- 
cur even in time of peace. So complicated would 
be the affairs of the bank and the government, 
that it is probable the latter would connive at, if 


Original from 


INDIANA UNIVERSITY 








22 


not ees sanction, the suspension of specie pay- 
ments. ‘Then, for all practical purposes, our 
STANDARD OF VALUE WOULD BE Gone. Under the 
existing cab we have been able, through ae 
suspensions ie payments, to preserve the 
standard of value This is what heier before oc- 
curred, in either Europe or America, under like 
circumstances, and none but those who have dili- 
gently studied the effects of former suspensions, 
can j of the good that has been done, or rath- 
er of the evil that has been prevented, by our pre- 
serving the standard of value, gh all 
commercial troubles, and pecuniary difficulties, 

9th. The institution will improperly connect 
banking and fiscal transactions. Resting on dis- 
tinct principles, they ought to be kept distinct in 
practice. Our banks will never be conducted on 
true commercial principles, till a complete separa- 
tion is effected between their affairs and those of 
the government. ° 

10th. A leading object in a republican govern- 
ment should be to preserve the individuality of 
the citizens. The balance of social power is de- 
stroyed when a few men, out of a multitude, are 
conjoined in one body, with the regs of mak- 
ing money out of paper, and with the power of 

ting, either directly or indirectly, the credit 

and the business of every man in the country. 

11th. In the present state of society, the grant 
of pecuniary privileges to individuals, is much 
more injurious than would be a grant of political 
privileges. 1f Congress should pass an act grant- 
ing to some thousands of persons in different parts 
of the Union, five hundred votes a piece, such a 
ent would be less injurious to the public wel- 

e, than that which is proposed in the bill. 

12th. Supposing the act of Congress to be irre- 
pealable, (a supposition to be indulged only by 
way of argument) the practical control of the fi- 
nances of the Union, will be taken from the 
ple, or from their representatives, for the period 
for which the bank iaties extends. 

13th. The property and the labor of every man 


in the Union, will be pledged to pay the interests 


of the stock the Government will subscribe, and 
ultimately the principal. But few, relatively 
speaking, will derive any advantage, either direct- 
ly or indirectly from the Bank: and favoritism 
will determine who those few shall be. 


14th. The plan proposes to substitute the dis- 
cretion of little knots of bank directors, for the 
laws of nature and the laws of trade, in the regu- 
lation of foreign and domestic exchanges. 

15th. It holds out a delusive prospect of regu- 
lating the State Banks and State Bank currency. 
Unless Congress shall pass a bankrupt act includ- 
ing corporations, no power on earth can regulate 
the State Banks, but the power that created 
them; that is, the Legislatures of the different 
States. m 

16th. The establishment of this bank will in- 
terpose obstacles to the introduction of a banking 
system founded on correct principles, that is to 
say, to a system in which bankers shall be re- 
sponsible in the whole extent of their private pro- 
perty, and in which they shall conduct their busi- 
ness by means of hard money, and bona fide bills 
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of exchange, or notes of such denominations as 
will be re tatives of real bills of exc 

17th. [f all the instalments, after the first, due 
by private stockholders, are paid in with stock 
notes (as is usual in forming bank capitals in this 
country) the new National Bank will be a mere 
bubble bank 


18th. If the bank is to have a solid capital of 
gold and silver, collecting that capital together 
will derange the operations of the present specie 
paying banks, and prevent many of the others from 
resuming specie payments. 

19th. After the bank is established, all the le- 

itimate business it will do, will be so much taken 

rom the other banks. For every dollar it circu- 
lates, the State banks will have to draw in a dol- 
lar. This will cause a pressure on their custom- 
ers, Creating a new credit is no compensation 
for the evils produced by destroying an old one. 

20th. The political party which is in power, 
for sixteen years in avery is opposed on princi- 
ple to the establishment of a National Bank. In 
every step it takes, the new institution will meet 
with strong political opposition. Though we place 
this objection last, it is not the least. 

We do not pretend that there is much novelty 
in these remarks. But truth loses none of its force 


by ae 

e hope sincerely that Messrs. Ewingand Clay, 
and their friends, will carefully reconsider this 
rit ty It will be quite possible for them to es- 
tablish a Fiscal Agency which will be free from 
al] these objections. 


BANK FAILURES. | 


The Chattahoochee Rail Road Bank, of 
Georgia, which has just closed its doors, is said, 
by the Jeffersonian, published at West Point, 
Georgia, to have been agstupendous fraud. The 
whole country is flooded with its issues, amount- 
ing to millions, and yet it never had ten thousand 
dollars of specie in its vaults. Its nominal capi- 
tal was three million of dollars, but it is averred 
that three millions of cents were never paid in. 
Its very first step in obtaining its charter was a 
fraud on the Legislature, as the making of a road 
was never in serious contemplation. Nota dollar, 
adds the Jeffersonian, was paid in by the Stock- 
holders, but on the naked charter they went on to 
issue bills without limit. Now, it is said, the 
bank is broke. How broke? How could it break 
if there was the smallest particle of honesty in its 
transactions? For nearly the whole time the 
bank has been in operation, specie payments have 
been suspended. It has paid out nothing but 
bills. How then, we repeat, could it break?” 

This is the greatest fraud ever committed in 
Georgia. There is scarcely a man or a woman in 
that part of the State, who has any bills at all, 
but has most of them on this bank. This, added 
to the pressure of the times, will make the dis- 
tress very severe. 

The Bank of Darien, George is now, says 
the writer of the money articles for the New 
York Herald, “ broken to all intents and purposes, 
There are now judgments outstanding against it, 
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and the banking house and property would long 
since have been levied upon, but for the manage- 
ment of the Cashier.” 

According to the return made on the 17th of 
April last, the whole assets of the bank were 
$688,000. Of this amount, $559,000 consisted 


of bills and notes, and of these $410,000 were, 


either in suitor under protest. Thus three-fourths 
of the assets of the bank were in the hands of the 
—o 
he amount of specie the bank had in April, 

was, according to its return, $10,565; and the 
amount of bills in circulation, $146,499. This, 
the Herald states, the managers now refuse to 
redeem at any rate, “and the bill holders will 

ly lose all.” It adds that the amount of 
out is greater than stated in the April re- 
turn, as the Cashier came on to New York, and 
in order to raise funds, ss in pledge notes of the 
bank to the amount of $200,000. In case the 
house which received these notes should not be 
reimbursed in due season for the advances it 
made, “a sufficient amount of the bills hypothe- 
cated were to be sold, and in addition $50,000 of 
the bills were to be forfeited. ‘This process may 
be going on, as the quantity of bills now offering 
is rapidly increasing.” 

The history of the Bank of Darien would, if 
faithfully written, be very instructive. This is 
not the first time that it has broken. 





BANK DEFAULTS. 


A gentleman not long since requested from us 
a list of the defaults that have occurred among 
officers of banks within the two or three last 
years. We could not give it tohim. But it is 

that we should make a distinct classifica- 
tion of them in our Journal, in order that any per- 
son who is so disposed, may sum them up for him- 
self at the close of the year. , 

The following are all that have fallen under our 
notice since the publication of our first number. 
It will be recollected that that was issued in ad- 
vance of the regular day of publication. 

_Accommittee of investigation appointed by the 
stockholders of the Amherst Bank, Mass., have 
discovered some unfortunate discrepancies in the 
accounts of its former managers, amounting in all 
to about twenty-four thousand dollars. The per- 
sons implicated are said to be men who have here- 
tofore sustained characters as free from reproach 
as any in Massachusetts. 

The Stamford peat.) Bank recently made a 
dividend of one dollar on each share, which report 
says was out of its capital. ‘The Commissioners 
say it was not ina condition to make any dividend. 
The Rochester Democrat states that the Cash- 
ier and President of the Farmers’ Bank of Sene- 

. County, N. Y., have been brought to that city 

from Maine, and committed to jail in default of 
security, on several charges of a very serious na- 
ture relating to financiering operations. 
_ The Savannah Georgian says, “that the amount 
of the deficiency of the late Cashier of the Branch 
of the Central Rail Road Bank at Macon, has been 
secured to the satisfaction of the company.” The 
amount was, we believe, $29,000 dollars. 
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The Mobile Journal states that several arrests 
have been made in Benton and Tallapoosa coun- 
ties, of persons accused of being parties to frauds 
on the Montgomery branch of the State Bank of 
Alabama. ‘The Jacksonville, (Benton County,) 
Republican adds, that one of the parties, on being 
arrested, refunded the money, and that another 
contrived to escape and took to the woods. He 
was discovered there, and recaptured, after a short 
conflict with one of his pursuers, named C. Sam- 
uels, in which guns were snapped on both sides in- 
ne and Mr. Samuels wounded by a bowie 

ife. 

The amount of these frauds is variously stated 
at from 150,000 to 200,000 dollars. They have 
caused much excitement in the interior of the 
State, and meetings have been held in several of 
the counties, at all of which the State Bank sys- 
tem has been denounced as corrupt and ruinous ; 
and in most cases the question of winding up the 
State Bank is to be made a test at the ensuing 
election of members of the Legislature. “ We 
presume, however,” says the Mobile Journal, “ it 
will be very difficult to find any candidate now 
who will take ground in favor of the system.” 

The Frederick County Bank of Maryland was 
robbed on the 23rd of May, of one hundred and 
eighty-five thousand dollars, in notes, specie, and 
other valuables. Such were the circumstances 
of the case, that one of our newspaper editors 
was led to inquire whether the robbery had been 
effected by means of false entries or false keys. 
Very recently all but about $19,000 of the pro- 
perty stolen has been recovered. through the 
agency of Mr. Wylie, an Associate Justice of a 
police court in New York. As the matter will 
be judicially investigated, we will wait for fur- 
ther developements. 


’ 





BANK RETURNS. 


We find in the Portland Advertiser an official 
abstract of the condition of the Banks of Maine up 
to the 5th of June. The whole number of banks 
is 42. Their condition is as follows:— 





Resources—Specie, $232,461 52 
Real estate, 193,443 23 
Bills of other banks, 130,752 71 

Balances due from other 
banks, 365,973 48 
Loans, 4,973,649 50 
Making an aggregate of $5,896,260 44 
Liabilities—Capital, $3,514,000 00 
Bills in circulation, 1,422,513 00 


Balances due other banks, 72,442 82 








Deposits, 606,331 64 
Deposits on interest, 117,777 71 
Profits, 163,195 27 

$5,896,260 44 


The banking capital of the State is $3,564,000, 
the Bank of St. Croix being omitted in the above 
table. The proportion of specie to circulation 
is 1 to 6, and the institutions generally are pro- 
nounced to be in a sound and healthy state. 
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TO THE FRIENDS OF THIS JOURNAL. 


The editor of the Petersburg (Va.) Statesman 
acknowledges the receipt of the first number of this 
Journal, and “‘ hopes sincerely that we may meet 
with patronage sufficient to justify its continuance.” 
We me that the editor overlooked a para- 

in which we stated that suéh arrangements 

d been made as to ensure the publication for one 
year, whether we should lose or gain by it. 

In some quarters whence we hoped for support, 
we have, we confess, been disappointed ; but the 
perme: we have thus far received, has, perhaps, 

n io as great as could reasonably be expected, 
considering the season of the year, the short no- 
tice given of our intentions, and the present cir- 
cumstances of the country. 

To many members of Congress, we are under 

t obligations for the aid they have rendered in 
iflusing a knowledge of our plan; and also to 
ntlemen in Springfield, Illinois—Terre Haute, 
ndiana—Troy, Missouri—Canton, Dover-Canal, 
Warren, Morristown, McConnelsville, Somerset, 
and Hamilton, Ohio—Poughkeepsie, New York— 
Newark, Delaware—Woodville, and Barnwell 
C. H., South Carolina—Eatonton, Columbus, and 
Augusta, Georgia—Danville, Pennsylvania— 
South Reading, Massachusetts, and to gentlemen 
in Philadelphia and New Orleans. To one 
friend in New Orleans, we are under especial 
obligations. We have also heard of lists of 
subscribers having been obtained in other places, 
ena they have not yet come to hand. Our 
circulation is certainly not very great, yet it is al- 
ready quite diffusive, embracing more than one 
hundred post offices, without counting exchanges, 

We should be very loath to force this Journal 
into the hands of any one unwilling to receive it: 
but to many, we are persuaded, it would prove a 
most acceptable visitor, especially after opportu- 
nity shall be afforded of making a full develope- 
ment of our plan. The whole difficulty lies in 
our finding them out, and in their finding us out. 
It is to aid in bringing us together, that we solicit 
the interposition te friends. Wehave no ex- 
pectation that our Journal will rival in circulation 
those of a more miscellaneous character. It will 
go only among thinking men, and among only a 
part of them; namely, among those whose atten- 
tion is in some de aroused to the importance 
of a correct insight into the questions of credit, 
currency, and banking. We look at the patronage 
we have already, as a sure indication that by rea- 
sonable efforts on the part of the friends of sound 
principles, in places in which we have as yet no 
subscribers, such additional support may be se- 
cured as to ensure the continuance of this Journal 
long enough at least for us to say all that will be 
necessary for a proper understanding of the im- 
portant subjects of which it will treat. Under 
any circumstances, however, as already stated, the 
Journal will be continued for one year. 

We cannot conclude this article, without ex- 
pressing our acknowledgments to the editors of 
the Pennsylvanian, the Public Ledger, and the 
Saturday Chronicle of this city; the New York 
Evening Post, the Pittsburgh Manufacturer, the 
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Kentucky Yeoman, the Blairsville Record, the 
Vicksburg Sentinel, the Democratic Standard, 
Perrysville, Ind.; the American Union, Steuben- 
ville, O.; the Republican Farmer, Bridge 
Con.; the Barre (Mass.) Gazette, the Chillicothe 
Advertiser, and others, for the friendly manner in 


. which they have spokenof our undertaking. We 


are also under obligations to editors in various parts 
of the country, for having given our prospectus a 
place in their columns. 





LEGAL DECISIONS. 


An im t decision has been made in the 
District Court of this city, in a suit which had 
been for some time pending. It was brought by 
‘Charles Kuhn, Esqr., against the United States 
Bank, for $7,029, with 12 per cent. interest, being 
the amount of deposits due to the plaintiff on the 
8th of June, 1837. The bank refused to pay, ex- 
ceptin current funds. Judge Stroud’s charge was 
in favor of the plaintiff; and a verdict for the 
whole amount in specie, with 12 per cent. inter- 
est, was rendered by the jury. 

A person was not long since ecuted before 
Judge Barton, in the Court of Criminal Sessions 
of this city, for passing counterfeit one dollar 
notes, purporting to be of the Salem Bankin 
Co.: but was cleared by the jury, on the groun 
that as it is unlawful to circulate genuine notes of 
a less denomination than five dollars, any person 
who receives them violates the law, and, as he is 
particeps criminis, cannot, if he suffers any loss 
thereby, appeal to the law for redress. 

The Circuit Court of Rankin County, Miss., at 
its late session, decided that a loan of depreciated 
es by a bank was a usurious transaction. The 

ississippian thinks that the High Court of Error 
and Appeals will certainly sustain this decision, 
and says that, in this case “the fate of the Union 
Bank and all other shaving shops in the State will 
be finally settled: no collections can be enforced, 
and their paper of course will become worse than 
worthless.” 


Another court in the same State, has decided 
“that the return by the sheriff of an execution, 
is not legal unless the satisfaction is in legal 
currency. Several executions” saysan exch 
paper, “ were satisfied in Union, Port Gibson, and 
Grand Gulf shinplasters; and under the decision of 
the court, the defendants are obliged to satisfy 
them again in good funds.” 





THE CROPS. 


The prospects of the coming crops, are, so far 
as we can judge from our exchange papers, gene- 
rally good. ‘T'here are some exceptions, but they 
appear to be confined to narrow districts. We 
are greatly blessed by Providence. We have 
peace with foreign nations, and peace within our 
own borders. The earth yields her increase in 
abundance, and no pestilence overspreads the land; 
yet, owing to our factitious credit, and false mo- 
ney system, there is much private suffering and 
much public. “We have a smiling country, and a 
wretched people.” 
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INCIDENTS. 


'The Bank of the United States has instituted 
a suit against Mr. Nicholas Biddle, to recover 
nearly seven hundred thousand dollars, paid out 
during his administration, for which no vouchers 
can be found, and of which amount, it is asserted, 
more than four hundred thousand dollars were 
paid by him for purposes unknown, upon the 
checks of the cashier. A writer in one of the pa- 
pers, maintains that it is very unfair, not to in- 
clude some of the Directors in the suit. The 
facts which will be revealed in the course of the 
trial, will, no doubt, show whether this charge of 
unfairness is well founded. 

The present President of the United States 
Bank has given notice that an application will be 
made to the Legislature, at its next session, to 
change the name of the institution to that of 
“ State Bank of Pennsylvania,” and to reduce its 
capital to fourteen millions. We can see no use 

this. Reducing the nominal capital of the 
bank, will not add one cent to the value of its as- 
sets, or take one cent from the amount of its ob- 
ligations, The nominal value of each share of 
stock in the market, will erent be doubled: 
but this will produce no substantial advantage to 
the stockholders. As the Bank is at present, with 
its stock at 18 for 100 paid, it may serve as a 
beacon to other banks, and many of them require 
such a beacon. 

* The Farmers’ and Mechanics’ Bank has given 
notice that it means to apply for an extension of 
its charter, with the privilege of increasing its 
capital to two million dollars. From this disposition 
to invest more capital or at least fresh credit in the 
business, it would seem that paper money banking 
is still profitable to those engaged in it, although 
they want either the inclination or the ability to 
discharge the demands of holders of their paper. 
Banks with a moderate capital are, generally 
speaking, best managed. ‘The Farmers’ and Me- 
Srainites Bank has been among the best managed 
of our institutions. We doubt if the permanent in- 
terest of the stockholders will be promoted by in- 

easing the capital. 


Dr. Eldridge, who was avcused of passing simu- 


_ lated checks on our banks, has been tried three 
several times, and finally discharged, the jury in 
no one case being able to agree on a verdict. In 
some respects this isa most extraordinary case. 
It is not alleged that he had any accomplice, and 
‘supposing him to be the guilty one, he must have 
paid very many visits to the banks, in eaeying out 
is yet he could not be identified to the 
Satisfaction of judge or jury. From the reports 
we have seen of his trial, we could not, if we had 
been of the jury, have voted for his conviction. 
Mr. Daniel Albright, one of the clerks who was 
dismissed from the United States Bank, on the 
reduction of the number of persons employed in 
that establishment, has laid violent hands on him- 
self, and left behind hima paper, giving as his 
reason, his dread of coming to want. The Penn- 
eee with great good sense, advises persons 
in such a frame of mind, to betake themselves to 
labor on a farm or in a garden, or, if that be not 
practicable, to study diligently some branch of 


science, till some more profitable employment ’ 


shall offer. The advice is most excellent, and 
may be followed by those who are only in the in- 
cipient of melancholia, Thousands are pro- 
bably now in this condition. Never before, with- 
in our memory, were suicides so frequent. Many 
of them can be traced to diseases of body: but 
trouble of mind is one of the most efficient causes 
of disease of body. 

At a session of one of our county courts, held 
during the week beginning July 4th, three hun- 
dred and forty-eight persons applied for the bene- 
fit of the insolvent laws. Considering the times, 
this is quite moderate, being only at the rate of 
fourteen hundred per annum for the city and 
county of Philadelphia, or 81,000 a year for the 
whole Union, supposing the insolvents in other 
places to bear the same ratio to population. 


The borough of Hollidaysburg has, in imitation 
of the borough of Harrisburg, issued small notes, 
bearing a very small amount of interest, and re- 
deemable some years after date. Thus we 
The State violates the constitution of the United 
States: and the boroughs violate the laws of the 
State. We heard a reflecting man say not long 
since, that the worst symptom of the present times, 
was the utter disregard of law shown by men in 
high places. How long will it be, before private 
individuals, in imitation of the officers of moneyed 
and municipal corporations, begin to substitute 
their own discretion for law, and what then be- 
comes of society ? > 


The Pittsburg Mercury complains of the trus- 
tees of the U, S. Bank for compelling the debtors 
to the branch at New Brighton, to pay their debts 
to the agent at Pittsburg. It further avers that 
“in the collection of debts due to the branches in 
Pittsburg, Beaver and Erie, the trustees first re- 
fused to take the paper of the Bank in payment 
of the debts due to it: and many of its oppressed 
and down trodden debtors, after having been at 
much trouble and expense to procure U. S. bank 
notes to pay off their liabilities, were coolly told 
that the trustees could not take such money.” 


Let us pass into other States. 


New York.—Mr. 8. V. L. Wilder, one of no 
small renown in the financiering world, has failed 
for it is said a million of dollars. His friends say 
he will ultimately be able to pay all. 


The petition from New York in favor of a Na- 
tional Bank was two hundred feet Jong, and be- 
lieved to contain fifteen thousand names. On the 
other hand, some two or three thousand of those 
opposed to such an institution, have held a meet- 
ing in the Park. The proceedings were ver 
spirited, and it is said a much larger meeting will 
be held. 

Massachusetts.—A young Virginian, formerly 
holding good rank in the United States Army, has 
been found guilty at Boston of forging a receipt 
for the purpose of obtaining money from a pay- 
master, and sentenced to lie one year in the Com- 
mon Jail. “He is,” says the Boston Daily Ad- 
vertiser, “a fine looking man, and of most re- 
spectable parentage. His mother is a widow, who 
was formerly in independent circuinstances, but 
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has been somewhat reduced, occasioned in part by 
the failure of the United States Bank.” 

We would not in the least diminish the sym- 
pathy felt for this young man; but human sympa- 
thy would aad be exhausted, before it could 
embrace all the cases of men who are driven to 
commit offences, through the poverty occasioned, 
either directly or indirectly, by the operations of 
our present banking system. 

Michigan.—The Detroit Daily Advertiser 
maintains that not one of the banks of that State 
has complied with the conditions necessary to en- 
title it to the benefits of the suspension act of Jast 
winter, 

The farmers of Lanawee county intend, it is 
said, to enter into a compact to receive nothing 
but specie or the notes of specie paying banks, in 
payment for their produce. 

Wisconsin.—It is stated in a St. Louis paper, 
that the Bank of Mineral Point is paying out 
lead, instead of gold and silver. A gentleman of 
that city, on presenting $40,000 of its paper, re- 
ceived lead in return, ‘ But it is not,” says the 
Journal of Commerce, “in a crude mass, for a 
proper form and comelihess has been given it by 
setting it run through a Mississippi light house. 
It is then paid out by the bank under the various 
denominations of balls, buck, pidgeon, duck, robin, 
and mustard shot. And these assets “ yo like shot” 
among the creditors of the institution, who seem 
to have but little hope in this their fiscal agent.” 

Missouri.—The Bank of this State at St. Louis 
declines redeeming the notes of its branches; and 
in consequence thereof the notes of the branches 
are no longer received at the Land Offices in Mis- 
souri, Illinois, and Iowa. 

Mississippi.—The Union Bank was established 
a few years ago with a capital of five million dol- 
lars. So low is now its condition, that the Cashier 
was recently endeavouring to negotiate a loan 
of 25,000 dollars, to pay the expenses of the in- 
stitution. 

Louisiana.—In our first number we spoke of 
the unpleasant feelings entertained by some per- 
sous in New Orleans towards Mr. Wright, a mer- 
chant of that city, on account of some communi- 
cations he was supposed to have made to the 
Vicksburg Sentinel. They finally led to a duel 
between him and a Mr. Oakey, another merchant, 
in which Mr. W. was killed with a rifle ball._— 
This result neither refutes nor sustains the charges 
which Mr. W. is supposed to have made; and it is 
much to be regretted that recourse should ever be 
had to so very unsatisfactory a mode of settling 
disputes, This deplorable affair is an indication 
of the state of excitement into which men’s minds 
have been brought. 


Arkansas.—We copy from the Southern Patriot 
the following account of certain doings in one of 
the counties of this state. 

“About twenty men in Philips county, Arkan- 
sas, recently “ran off” the Judge, refusing him 
permission to do his duty, and resolving to ho/d 
court themselves. Many executions being by law 
returnable the last May term of that court, and 
much property advertised to be sold; and moreo- 
ver the Real Estate Bank at Helena and the branch 
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of the State Bank at the Post, having brought a 
great number of suits in that court, a long petition 
was up, signed by some two hundred persons 
praying the Hon. Isaac Baker, who was to hold 
the court, not todo so. The petition was borne 
to Columbia and presented to the Judge. Judge 
Baker proceeded, however, to Helena, for the pur- 
pose of holding the court. Finding that he could 
not be persuaded to decline doing the duty im- 
posed on him by Jaw and the obligations of his 
official oath, about twenty men armed themselves 
and took possession of the court house, the doors 
of which they barricaded, and refused to permit 
any person to enter. The sheriff attem to 
obtain an entrance, and threatened to b down 
the door. The response was, that if he did he 
would instantly be killed. ‘The sheriffaccordingly 
desisted, and made a requisition upon the Colonel 
of the county militia for filly men to enable him 
to suppress hn rebellion, but the affair terminated 
in the tull triumph of the rebels, and Judge Baker 
returned home to Columbia.” 

How long will it be if debt goes on continually 
increasing, before the authority of the courts in 
some of the other states will be set at defiance t 
It was debt that caused what is known as “ Shay’s 
Rebellion” in Massachusetts, soon after the close of 
our revolutionary war; and debt, carried to a cer- 
tain extent, will produce insurrection any where, 


COUNTERFEITS. 


No less than three Counterfeit Detectors are 
published in this city—Bicknell’s, Montgomery’s, 
and Van Court’s. The latter, for July, which now 
lies before us, contains specific notices and de- 
scriptions of altered and counterfeit notes of the 
following denominations :— 

Of One Thousand Dollars, 
Of Five Hundred os 
Of Two Hundred 

Of One Hundred 

Of Fifty 

Of Twenty 

Of Ten 

Of Five 

Of Three 

Of Two 

Of One 


Total, 


Besides these, many others are mentioned in 
general terms. 

The counterfeits on the Bank of the United 
States are not included in this number. ph 
were so various, that one specimen from eac 
would have sufficed to paper one side of a room. 

Mr. Van Court has had the kindness to hand to 
us the following notices of counterfeits that have 
come to his knowledge since the last number of 
his Detector was published. We intend to keep 
our readers apprised of all the new species of spu- 
rious notes that may hereafter be issued, unless 
they become so numerous as to occupy too greata 
space in our Journal. 

Tradesmen’s Bank, New York.—5s, letter E., 
Sept 1, 1840, and payable to J. Hanley. W. H. 
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Falls, cashier; Preserved Fish, president. Tolera- 
bly well done, and easily im upon the unwary. 
Bank of the Valley, Romney, Va.—l1s, letter A, 


dated July 1, 1 Signed Jno. McDowill, 
cashier ; instead of M’Dowell. 

Bank of Kentucky.—The Louisville Journal 
of the 8th inst. notices a new counterfeit on this 
bank, of the denomination of $500. The fact, 
however, that the Bank of Kentucky has never 
issued notes of a higher denomination than $100, 
is sufficient for the protection of the public. 

Louisiana State Bank, New Orleans.—10s, 
spurious. Signed L. Bihl, cashier, C. Clement, 

resident. graved by the “ Western Bank 
ote Company.” ‘They bear no resemblance to 
the genuine bills. 





THE FOREIGN NEWS. 


It is an old remark “that the thermometer of 
American prosperity is hung up in the Stock Ex- 
change of London.” It is so, because the first 
link of our artificial credit system is fastened to a 
staple in that building, or rather in the Bank of 
England. It is to be regretted that it is so; but 
since it is so, it behooves us to watch the course 
of events abroad as well as at home. 

At the date of the last advices, the prospect of 
the crops in England was fair. This is important 
intelligence. A short crop in England, compels 
that country to export gold to the continent. As 
a consequence she is forced to contract her bank 
circulation, and her credits to American houses, 
and this has an important effect on banking and 
commercial operations on this side of the Atlantic. 

The Whig ministry, finding themselves too 
weak to carry out some of their principles of poli- 
cy, have had Parliament dissolved, and all Eng- 
land is now in the turmoil of an election, The 
Conservatives expect to triumph. If such should 
be the case, their success will not probably have 
an injurious effect on the amicable relations of this 
country and Great Britain. 

France is exhausting her wealth in an effort to 
conquer and colonize Algiers, and to fortify Paris, 
Bad forthe banks and forthe people. 

The different governments of Europe are in the 
market for loans, amounting in all to about three 
hundred million dollars. ‘This is quite moderate. 
Three thousand million dollars would not satisfy 
our American States. 

The Texans are making arrangements to an- 
nex California to their republic, peaceably if they 
can, forcibly if they must. Their success will be 
“ for trade.” 

n Peru there has been another revolution.— 
The frequent revolutions in what was once 
ish America, have, in one respect, considera- 
influence on the affairs of the commercial 
world, as they greatly diminish the supply of gold 
and silver from the mines. 

The cotton market is in a good state. The 
sales in Liverpool from June 26th, to July 2nd, 
were 50 Sea Islands, 14 a 174; 10 Stained, do, 7; 
8000 Upland, 5} a 7$: 11,460 Orleans, 4} a 83; 
4760 Alabama and Mobile, 54. 

In London, on the 4th of July, money was worth 
fiys ver cent. Consols closed at 894 to 893. 
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Whitmore, Wells & Whitmore, private bank- 
ers in Lombard street, have failed. 

In American securities nothing was doing. The 
failure of the State of Indiana to pay in the be- 
ginning of July, the interest on its bonds, gave 
another shock to “ American credit.” 





EXCHANGES. 


The quotations of foreign exchange in the table 
on our next page, are for bills payable 60 days 
after ag Those for domestic, for bills payable 
at sight. 

In the prices current, $4 44 4-9 were long as- 
sumed as the par of exchange on England: that is 
to say, a pound sterling was supposed to be worth 
that many dollars and that many cents, ‘This 
practice began when Spanish pillar dollars were 
in circulation, when silver was a standard of value 
in England, and when the silver coins of that coun- 
try were ina very bad condition. It was, proba- 
bly, when adopted, the true par; but after the 
British made gold their standard, the true par 
varied with every change in the market value of 
gold and silver. It was estimated by Mr. Galla- 
tin, in 1829, at 7 per cent. above the nominal par; 
and by Mr. Raguet, in another year, at 8 per cent. 

Since the passage of the Act of of 
January, 1837, the true par, estimating British 
gold against American, would, if British sover- 
eigns were of full weight and fineness, be ver 
nearly 94 above the nominal par; but as Briti 
sovereigns are deficient in both weight and fine- 
ness, the true par may be assumed to be about 9 
per cent. above the nominal par. 

The quotations of exchange on France, are so 
many francs and centimes, (or hundredth parts of 
a franc,) for a dollar paid here. The silver franc 
should, according to the regulations of the French 
mint, contain 69 grains and nearly half a grain 
of pure silver, worth a very little loss than 184 
cents in the silver currency of the United States, 

The quantity of pure silver in an American 
dollar, is equal to that in 5 francs, 344 centimes, 
and a very small fraction more: but as foreign 
coins are not a legal tender in France, and as a 
seignorage or fee of about 14 per cent. is charged 
for coining silver at the French mint, American 
dollars, when sold as bullion in France, are said to 
bring, on an average, not more than 5 francs 26 
centimes and a very small fraction. This is by 
some writers assumed as the par of exchange on 
France, Other writers assume 5 francs 34 cen- 
times as about par. 

The quotations of exchange on Holland are so 
many cents fora guilder: on Hamburg, so many 
cents for a mark banco; and on Bremen so many 
cents for a rix dollar. 

Forty cents are usually assumed as the par of 
exchange on Holland, though the exact value of 
the guilder is in reality a very small fraction less. 

The mark banco of Hamburg is a money of ac- 
count, equal to 35 cents and a small fraction of 
United States currency. 

The rix dollar of Bremen is, also, a money of ac- 
count, equal to 80 cents and a small fraction of 
United States currency. 
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BANKS OF AT NEW YORK] PHILAD’A. 
MEM, Sic uss’: decades kp ees to tie — a Qj pr. 
New Hampshire... s-cseceeecns a—dis. — a Y pr. 
Vermont... esssesececredcoeses a — dis. —av pr. 
ULS ccc crecevessecee a } dis. —a pr. 
Rhode Island.....-.0.ee+eeeees a — dis. —_—a pr. 
Conmecticut.....ceceeeveecccees 4 a } dis. —a pr. 
New York City eee b ewer ea eeeee Standard. 3 a— pr. 
New York State .....0-e+eeee- §& } a—dis. 3 a— pr. 
East Y sesseceresccccecsess| § @— lis, 3 pr. 
‘West Jersey eee ee ew ee ew eee nee 3) a— dis. Par a 1 dis. 
Philadelphia .....-.ccee+ eee | BL @— dis, Standard 
Peonsylivania, East...........+|3} & 5 a—dis.| Par a 3 dis. 
s Wesl..-ceseeee-/4 & 5 a—dis. Par. 
OEY MEER ne 66 05,0 vic 0.b0 08 oe < 3 a — dis. Par. 
BELEN s owls ond poise a0 ow ide ue a— dis. Par. 
Maryland «oo... as sacesnscccces 5 a—dis. Par a 1 dis, 
District of Columbia ..........|5 a@— dis. 4 dis. 
Virgitiia .....-ccceecseeeeeeeee|4 @4) dis, $a 2dis, 
- Ww eee ee meee te te eee a — dis. 7 dis. 
North Carolina. ..0...cesceeses at a —dis. 2 dis. 
South Caroma .céisccccestevens 2& 3) a—dis 1 pr. @ par. 
GOOrgia. sc ccsscsecceesecsccccs 10 a — dis, 10 a 40 dis. 
Alabama OR ee eee 12 a— dis 8 a — dis. 
IMG eS Se Con eds ee bie ce 8 a—dis — a 4} dis. 
MissiSsippi. se cess cecceecrececs —a— dis. 20 a &O dis. 
Tenuvessee eee eee eee eer ee eee —a— dis, 8 a — dis. 
FRGMtucky ..0scscscccoucreces ® — a9 dis. 6 a — dis. 
WHISSOUTL «6 ce ee reece ents eeees 5 dis, 
Illinois eee eee ee eee ee eee eee 10} a — dis. 8 a — dis. 
Indiana eee eee eee ee ee ee 9} a — dis. 7a —dis. 
ies ul clas y6 Kivih'e's.cca 6 hoes — a % dis. 4 a 8 dis. 
Michigan See ee eee ee eee eee eee — a— dis, loa 18 dis. 
American Gold, (new coinage).| Para —p. | 3 a —pr. 
Soverei Bins evesesseeersarses 4.34 a ae 4.95 a 5. 
Heavy Guineas ....----+++++6+| 5.00@ 5.05 | —-a — 
Spanish Doubloons. ..... eevee) 16.00 4 16.25 [16.30 a 16.40 
Patriot Doubloons............+)15.60 @ 1570 |15.90 a 16.00 
Spanish Dollars. .....e++0e++++| 3 @— pr. 4a —pr. 
Mexican Dollars .........-.. --| La® pr. 3a —pr. 
Five Franc Pieces........++..-|94 a 44 cents) 95 a 96 
Half Dollars....... sereeeeeses| Para@—pr. | 2} @ — pr. 
BILLS OF EXCHANGE ON 
London eee ee ee eer eee eee eee eee 7} a 8h pr. 1 alli pr. 
PRANGOM. a coats chidgeis cecccenves 5.283 a 5.27},9.1 a5.i5 
OTIGTE ain o.0' Ge Ubeibb'ns 0-0.0.0.0 « 9 394 a 39 4la ans 
Hamburg ee eee e ee tees eeee teres 35} a 35 37 a — 
Breit stk draws tata cons tb Geebe 763 a 77 vioae 
BOSON. «eee cceeseescceessevcee| Para} pr. eat 
New York See ewer se seer eebeves - 3h a3. pr. 
Philadelphia «1. e-ceeeee ce eeees a a 3b dis. 
Baltimore .scsccceccsevccesees| Wa dis.| $4 3 pr. 
TEICTMIMOMEs cciccccteccvasbaudesd 3ha 3 dis la—dis. 
North Carolina. .......-++00+-+| 38a 4 dis 
Charleston ....sceeeceeeseeeess| La Ipdis.| — a2 pr. 
Bavannah....ceccecccccecccces 3h a 3s dis. § a — dis. 
AUZUSIA «ss ce ceeeceeeerecessee| G6 @1S dis 
ColambuS «oc ce cceccccvseeenves 14 al15 dis. 
PEACOIU: Fs oe cc sete cdoercdconves 15 aw dis 
PRORIGs cu de donsecscévetenste 10 a10 dis. Ja— dis. 
New Orleans. ..0.s-ccesseevecs § a dis, 4 a — dis. 
Natchez. ...ccccecceeeeeceecess/ 2d @B0 dis. 25 a — dis, 
Nashville ....5-seecccessseesse/I2 @ — dis.| 8 a — dis. 
GE, Foals our betaccvevecasecssc] Ma D dis d 
Louisville ee eee eee ee ree eee 7 a 74 dis. 7 a — dis 
Cincinnati ..ce.ccececceseesee| Of a Shdis.|— a6 dis 
Michigan .....+-+++sse0seee+00] 9 @l0 dis. 
PRICES OF PRODUCE. 
Cotton, New Orleans, per |lb....| 8} @ 12} ll a 13} 
SUETSTSNUEN 0 ws pikral da ath whee o Pe Bia 124 Wha 14 
6 © OUpiand......cccscesc0s] 8} @ 103 91 a 12} 
Flour, Western Canal, per bbl.| 5.50 a — 
Philadelphia........-...| ——  @ 5.25 | 5.254 5.50 
Rye Flour....«. eeeere see. ——= a 3.25 — @<« 
* Indian Meal ......6-0++| 3.00 a3.124| 2.75 a 3.00 
Grain—Wheat, per bush.......| 125 @127}) 1.07a@ 1.19 
RVG. cs cccccceccccseves @ha _ 55 a 62 
Corn eee eee ee ee rae . 65 a 69 58 a 65 
Oats see eeeee seen eeeeses 40 a 46 39 a 41 
Iron, Amer., Pig, No. 1, per ton) 32.00 a 33. — a200 
Bar rolled.......+|85.00 @ 87.50) 75.00 a 82.50 
OREY EM Bee ee hus oss Fo 4 a— 44a 4} 
Tobacco, Richmond, per Ib..... 4a8 5 ald 
North Carolina eeeeee Sha 6 
Kentucky. ...+..-+05- 44410 4al0 
Wool, American, Merino, perlb.| 42 a 45 38 a 40 
Common ....-| 25 a@30 25 a 2 
Whiskey, Rye, per gal........ -| 214 a 224 21 a2 
Provisions, Mess Beef, per bb!..| 9.50 a 10.00) 10.00 a 10.50 
Mess Pork, per bbl.| 10.75 @ 11.50) 10.50 @ 11.00 
Haims, per Ib....... 5 a8 53 a9 
Lard, per Ib........ 64 a 7} 6 a8 
Cheese, per Ib...... a 6} 7a—_— 
Rice, per ib... . see. 3) a _ 3} a 4 
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PRICES OF BANK NOTES AND SPECIE. 


Philadelphia, Saturday, July V7th, 1841. 


NOTES. 


The dis. stands for discount; pr. for premium; a is an 
abbreviation of the Latin ad, to. 

The notes of the following banks were at a greater or 
less discount in New York than is stated in the table. 

Maine. Agricultural Bank, Brewer, 2 d.; Banks of West» 
brook and Calais, and Commercial and Mercantile Banks 
of Bangor, 10 d.; Lafayette and St. Croix Bauk, 20 d. ; City 
Bank of Portland, 25 d.; Georgia Lumber Co., 50 d.; Frank- 
fort Bank, 80 d.; Bank of Oldtown, broken ; Bank of Ban- 
gor, closed; Still-Water Caval, Washington County Bank, 
and Citizen's B., Augusta, — a — d. 

New Hampshire. Concord B., 25d. ; Wolfborongh, no sale. 

Vermont. Bauka of St. Alban’s and Bennington, | d. 

Massachusetts. Fulton B., —a—d.; Middlesex, Middling 
Interest, and Newburyport Banks, — a — d. 

Rhode Island. Scituate, 0a— d. 

Connecticut. Meriden and Stamford Banks, par. 

New York. Banks of Brooklyn, B. of Newburg, B. of Kin- 
derhook, B. of Poughkeepsie, Farmers and Manufacturers 
of Poughkeepsie, Catskill B., Dutchess Co. B., Farmers and 
Drovers B., Somers, Farmers B. of Hudson, Farmers B. of 
Troy, Highland B., Kingston B., Powell B. at Newburg, 
Farmers B. at Catekill, Ulster Co. B., and Westchester Co. 
B., all at par. 

_ Millers B. at Clyde, 10 a— d.; James B., at Jamesville, 
20 a 25 d.; Farmers B. of Seneca Co., B. of Lodi, Binghamp- 
ton B., and Cattarangus Co. B., each from 25 to 30 discount. 

e notes of the Bauks of Buffalo (red backs) are also at 

im 25 to 30 discount, with the exception of those of the 
oo =e N. Y., which are only at 3 d.; Tonawanda B. 

aon 

East Jersey. Farmers Bank, at Middletown Point, under 
$10, 1a —d.; Morris Canal, 1 a—d.; Farmers and Me- 
chanics, New Brunswick, 50 a — d. 

West Jersey. Trenton Banking Co., $5 and over, par; un- 
der $5, 3} a — d. 

Pennsylvania. U. 8. Bank, 20 a 23 d.; Farmers and 
Drovers, and Monongahela B., 8 a — d.; Erie, 10 a 15 d. 

Maryland. Franklin B., and Mineral B., — a — d. 


At Philadelphia, the following banks were at a greater or 
less discount than is stated in the table, 

Pennsylvania. U.S. Bank, — @ 18 d.; Schuylkill Bank, 3 
pee ‘ aeeets ana vance of va _ Frank- 
ino ashington, -; Taylorsville aware Bridge Co. 
5d.; Bank of Erie, § d. mene 

Georgia. Bauks in Savannah, 1 a—d.; in Augusta, 2a4 
— d.; Columbus, 12; Darien 40. 

At Philadelphia, notes of the Wiskonsan banks 5 and 6 d. ; 
and those of the State Bank of Arkansas, at Little Rock, 25 d, 

Our authorities are the New York Shipping and Commer- 
cial List, and the Philadelphia Commercial List and Price 
Carrent. Both of them give the names of only the principal 
banks in the more distant States. 


THE STATE OF TRADE, 


Business is dull in both New York and Philadelphia, but 
not more so than is usual at this season of the year. This 
is, With many of our business men, the season for relaxa- 
tion. ‘They have gone to watering places, or dispersed them- 
selves through the country, “a happiness hunting.” We 
sincerely hope they may find that happiness they are so 
much in need of. ‘ 

THE MONEY MARKET. 


The Money Market is what is called easy in both New 
York and Philadelphia, by which is meant that Bank Presi- 
dents, Bank Cashiers, Bank Directors, and others whose ere- 
dit is good in bank, find no difficulty in complying with 
their engagements. With many others the money market 
is hard enough, especially with those Journeymen mechan. 
ics, who, though nominally on full wages, receive but one- 
half; and with respectable widows who are glad to find 
work at 18} cents a day. 


THE STOCK MARKET. 

Stocks of all kinds are dull sale. United States Bank 
Stock, which only three years ago brought 120 dollars a share 
in specie, now sells for 18 in Philadelphia paper currency. 

In New York, the shares of the North American Trust 
Company, which formerly sold at 98 and at 100 dollars, are 
now to be bought for seven. This is one of what are called 
“the free banks.” Its charter, if it may be so termed, is for 
493 years, and it has the privilege of increasing its capital 
to one hundred million dollars! 

In State stocks there is little doing. There were, indeed, 
some small sales of Indiana fives at New York, on Saturday 
last, at 56 and 57. More of this in our next. 


TF Svsscriptions for this Journal will be received, in 
PuiLanevpuia, by the editor, No. 302 Race street. — Mr. G. 
B. Zieber, newsvender, corner of Third and Dock streets. — 
Mr. C. Colon, newsvender, Chesnut street, adjoining the Ar- 
cade, east side.— N. York, Mr. W. Haytoard, bookseller, 89 
Division street. — Batzimore, Mr. W. Taylor, newsvender, 
North street. 
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OF THE AMERICAN BANKING SYSTEM. 29 
exchange for great quantities of corn and 
CHAPTER Il. other commodities. If they were as plenti- 
ful as copper and tin, they would be more 
Of Real Money. valuable than these base metals ; because they 


Parer money is the foundation of the 
American Banking System. But before giv- 
ing a particular account of this factitious 
money, it will be necessary to give a state- 
ment of the qualities and functions of real 
money. Without a knowledge of what is 
genuine, it is impossible to have a clear con- 
ception of what is spurious. 

Money is not, as was asserted by a late 
Secretary of the Treasury, (Mr. Ingham,) 
*«merely the representative of property.””— 
Money of gold and silver is property—is 
wealth. A hundred dollars in silver can no 
more be considered as the representative of a 
hundred dollars’ worth of flour, than a hun- 
dred dollars worth of flour can be considered 
as the representative of a hundred dollars’ 
worth of iron. Each is the equivalent of the 
other ; but each is real wealth—not a mere 
symbol or representative. 

But money is not, as is supposed by some 
others, superior in its nature to all other kinds 
of wealth. The precious metals do not dif- 
fer essentially from other items of wealth. 
This is distinctly seen when they are in the 
form of bullion. Converting them into coin, 
does not change their nature. It only adapts 
them to a particular use—fits them for pass- 
ing from hand to hand, without the trouble 
of weighing and assaying each piece at each 
transfer. An increase of the stock of gold 
and silver in our country is very desirable ; 
but it is for precisely the same reasons that 
an increase of other kinds of wealth is de- 
sirable. 

Some fancy that it is the authority of gov- 
ernment that gives money its value. But the 
true value of money, as measured by the 


amount of goods for which it will honestly- 


exchange, cannot be affected by edicts of 
princes or acts of parliament. Monarchs and 
ministers may alter the weight of coins, or 
lessen their purity; but they cannot make a 
coin containing one-half of an ounce of pure 
silver, worth as much as a coin containing an 
ounce. ‘The stamp of the State is a mere 
certificate of the weight and fineness of the 
piece. 

Others suppose that the precious metals 
owe their value entirely to their scarcity.— 
But if gold and silver were not useful in the 
arts, they would have no value in commerce. 
Their utility is so great, that even if they 
were not the material of money, they would 


a 
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are applicable to more various uses. The 
market value of the precious metals is, like 
that of all other things, in the compound 
ratio of their utility and of their scarcity. 
It does not depend on their scarcity alone. 


Money is simply that valuable article, by 
reference to which the value of other things 
is estimated, and by the instrumentality of 
which the interchange of other things is ef- 
fected. ‘There is nothing mystical in its na- 
ture ; nor is it likely that its character would 
ever have been misunderstood in the United 
States, if the avoirdupois ounce of silver had 
been made the unit of reference, and if coins 
had been struck of the weight of an ounce, 
and of equal parts of the ounce. Men would 
then have had as clear conceptions of the 
nature of the transactions into which money 
enters, as they now have of those in which 
iron is exchanged for wheat. They would 
then have seen that there is no essential dif- 
ference in these transactions—that trade b 
barter, is exchanging wheat for one metal, 
and that trade with money, is only exchang- 
ing wheat for another metal. It has been by 
taking for the unit of reference a fractional 
part of the troy ounce, which is a weight 
with which the people are not familiar, and 
by giving to this unit the arbitrary name of 
‘a dollar,’’ that the subject has been rendered 
obscure to many minds. 


Almost any valuable article might be made 
the object with which other valuable articles 
might be compared. Instead of saying, this 
tract of land, or this bale of cloth, is worth 
so many ounces, or so many pieces of silver, 
men might say it is worth so many horses or 
cows, or so many pounds of lead or of iron. 
The principle of valuation would be identi- 
eal with that which is adhered to in countries 
where only solid money is used. But he 
who had a small article to sell, would find it 
difficult to ealeulate its exact value in the 
fractional parts of a horse or a cow, and 

ounds of lead or of iron would be a very 
inconvenient circulating medium, 


Corn, cattle, iron, leather, cocoa, shells, 
tobacco, and other commodities, have all, in 
point of fact, been used as money, in differ- 
ent ages and different countries; but they 
have long ceased to be so used, by commer- 
cial nations, for reasons similar to those which 
have induced men to choose for their stand- 
ard of length, some object less liable to va- 
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30 AN INQUIRY INTO 


riation than the foot of a chancellor, or the 
fore-arm of a king. ; 

The high estimation in which the precious 
metals have been held, in nearly all ages and 
all regions, is evidence that they must possess 
something more than merely ideal value. It 
is not from the mere vagaries of fancy, that 
they are equally prized by the Laplander and 
the Siamese. It was not from compliance 
with any preconceived theories of philoso- 
phers or statesmen, that they were, for many 
thousand years, in all commercial countries, 
the exclusive circulating medium. Men 
chose gold and silver for the material for 
money, for reasons similar to those which 
induced them to choose wool, flax, silk, and 
cotton, for materials for clothing, and stone, 
brick, and timber, for materials for building. 
They found the precious metals had those 
specific qualities, which fitted them to be 
stan s and measures of value, and to serve, 
when in the shape of coin, the purposes of a 
circulating medium. ‘To this use they are 
admirably adapted : 

1. Because they are divisible into ex- 
tremely minute portions, and capable of reu- 
nion without any sensible loss of weight or 
value ; so that the quantity may be easily ap- 
portioned to the value of the articles of pur- 
chase.* 

2. They have a sameness of value all over 
the world. The difference between iron from 
different parts of our own country and of 
Europe, is well known to all dealers in that 
article. ‘The copper of Siberia is superior 
to that of Germany, while that of Sweden is 
better than that of Siberia, and that of Japan 
surpasses that of Sweden. But, one grain 
of pure gold is exactly similar to another, 
whether it comes from the mines of Europe 
or of America, or from the sands of Africa. 
Time, weather, and damp, have no power to 
alter the quality; the relative weight of any 
specific portion, therefore, determines its re- 


lative quantity and value to every other por- 


tion ; two grains of gold are worth exactly 
twice as much as one. 

3. Gold and silver, especially with the 
mixture of alloy that they admit of, are hard 
enough to resist very considerable friction, 
and are therefore fitted for rapid circulation. 

4. Their rarity and consequent dearness 
are not so great, that the quantity of gold or 
of silver, equivalent to the generality of goods, 
is too minute for ordinary perception ; nor, 
on the other hand, are they so abundant and 
cheap, as to make a large value amount to a 
great weight. | 


*See Say, Book I. Chap. xxi., Section 2. 
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THE PRINCIPLES 


5. They are capable of receiving a stamp 
or impression, certifying the weight of the 
piece, and the degree of its purity. 

6. They are liable to less variation than 
any other article, from changes in the relation 
of supply and demand, including the cost of 
production among the conditions of supply. 

By the discovery of America, the supply 
from the mines was increased tenfold, but as 
there was at the same time an increase of de- 
mand, owing to the increase of other kinds 
of wealth, the rise of prices from 1520 to 
1620, was only fourfold. An opinion pre- 
vailed about fifty years ago, that the value of 
silver had been gradually declining from the 
year 1620, but Adam Smith, after careful in- 
quiry into the facts, came to the conclusion 
that the opinion was unfounded; and Jean 
Baptist Say, the celebrated French econo- 
mist, is of the belief that there has been 
hardly any variation in the value of silver in 
the last two centuries. 

During the eight years preceding 1819, 
the supply from the mines is supposed to 
have fallen short one-half, owing to the trou- 
bles in South America. Such a diminution 
in the supply of any other article, would have 
made a great alteration in its value; but the 
annual product of the mines is so small in 
proportion to the whole quantity of the pre- 
cious metals in the market of the world, that 
it requires very nice calculations to show that 
their value has been affected by this falling 
short of the supply. 

According to the estimate of Mr. Gallatin, 
the stock of the precious metals on hand, in 
Europe and America, is between four and 
five thousand millions. From 1803 to 1809, 
when the mines are believed to have been 
most productive, the annual supply was fifty 
millions. In the last twenty years, it is said 
to have been but twenty-seven millions. But 
when the annual supply was most abundant, 
‘it was only in the proportion of one and a 
quarter per cent. to the stock on hand, and 
when it was lowest it had fallen only to three- 
fifths of one per cent. ‘The ordinary supply 
of gold and silver does not exceed one hun- 
dredth part of the stock on hand, while the 
annual supply of agricultural products al- 
ways exceeds, and that of manufactures often 
equals, the stock on hand. 

The demand for the precious metals may 
be measured by the whole amount of other 
commodities in the market of the world, and 
the whole amount of labor. In this, but lit- 
tle variation can take place from year to year, 
or even in a series of years. ‘There may be 
a glut of corn, cloth, cotton, or other mer- 
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chandise. More of these articles may be 
pemee than can be consumed, ata particu- 
ar time or place: but there is never a glut of 
gold orof silver. ‘The demand for these met- 
als is universal and incessant. We do, indeed, 
say that ‘* money is scarce, or money is plen- 
ty,’”’ but what we mean thereby is, that /oana- 
ble capital is scarce or abundant. 
great body of men, money, and the material 
of which it is composed, are always scarce ; 
and must continue scarce, as long as they 
want those things which money can procure. 

From the durability of silver, and its other 
physical properties, from the steadiness and 
universality of the demand for it, and from 
the small proportion the annual supply bears 
to the stock on hand, it appears to unite all 
the qualities that can reasonably be desired in 
a commercial standard of value. 

If it is not, as has been asserted by some, 
‘¢an absolutely perfect and altogether perma- 
nent standard of value,”’ it in this respect re- 
sembles our standard measure of length.— 
Even a platina rod is affected by changes of 
temperature, All things here below are in a 
state of mutation. ‘The very figure of our 
earth is changing; and an are of the meridian 
will not, in the cycles of futurity, be of pre- 
cisely the same length that it was when mea- 
sured by the French academicians. 

It is true, our standard of value is liable to 
be affected by more causes than our standard 
of length. But we can calculate the force of 
these causes, and construct tables showing 
the effective power of money in exchanges 
in different ages. Such tables have been 
published by Sir George Shuckford Evelyn, 
in the Philosophical ‘Transactions, by the Rev. 
Arthur Young, in one of his treatises, and 
by Admiral Rainer, as an accompaniment of 
his valuable charts of fluctuations in the price 
of corn. ‘The difficulty of showing the ef- 
fective power of money in remote periods, is 
not owing to any inherent defect in the ma- 
terial of which it is composed : but owing to 
the chroniclers of ancient times not having 
recorded a sufficient number of facts for the 
satisfaction of modern inquirers. 

In solving problems in political economy, 
it is necessary sometimes to use labor as a 
measure of value, sometimes corn, and some- 
times other commodities. So, to measure 
heights, we sometimes use the foot rule, 
sometimes the barometer, and sometimes 
the theodolite. But as, whatever instru- 
ments they may use, men find it convenient 
to express their mensuration of height in feet 
and inches, their fractional parts and multi- 
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ples, so, whatever measure of value writers 
may adopt, they seldom find it convenient to 
proceed far in their calculation, without re- 
ducing their expressions of value into the 
common money of account, 

In no way can so clear a conception of the 
wealth of a man in a distant time or place be 
so easily acquired, as by a comparison of his 
income in money with the money price of 
labor and commodities at the same time and 
place. 

Those who object to silver a8 an imperfect 
standard of value, appear to have fixed their 
minds on our common measures of length, 
and finding in them some qualities which sil- 
ver does not possess, have hastily concluded 
that, as a standard of value, it is more imper- 
fect than it really is. But, as value and 
length are essenfially different, we must ex- 
pect to find the standard and measures of the 
one essentially different from those of the 
other. The causes of variation must also be 
different, and the extent of variation must be 
different. ‘The analogy between the stand- 
ards and measures of different things, cannot 
be greater than the analogy between the things 
themselves. Value and length agree only in 
this—that each admits of increase and de- 
crease by homogeneous degrees, whence it is 
that each is mensurable by like quantities. 

If the reader will not suffer his mind to 
dwell exclusively on measures of length, but 
extend his thoughts to measures of duration, 
of heat, and of atmospheric pressure, he will 
probably be convinced that the common mea- 
sures of value are not more defective than the 
common measures of time, temperature, and 
gravity. 

To talk of absolute value is as absurd as to 
talk of absolute distance. As the distance 
of the earth from the sun increases as it 
passes from its perihelion to its aphelion, the 
distance from the sun to the earth must in- 
crease also. 

As the value of other things falls, that of 
gold and silver rises. If the mercury in the 
thermometer did not rise as the heat increases, 
we should not be able, by that instrument, to 
measure degrees of temperature. If the 
mercury in the barometer did not fall, as we 
ascend mountains, we should not be able, by 
that instrument, to measure heights. 

For an absolute standard of value, we 
should have to find something, the cost of 
production of which should be the same at 
all times, and in all places, and the demand 
and supply of which should never vary in 
the smallestdegree. It is impossible even to 
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fancy such a thing. It would be as reasona- 
ble to wish fora pendulum which should 
beat seconds in all latitudes, and in all eleva- 
tions. 

The effective power of money is much 
greater in some countries, and some ages, 
than in others. But we do not complain of 
our common measures of weight as imper- 
fect, because ponderous bodies weigh more 
when on a level with the sea, than when on 
the tops of the highest mountains. 

To object to the precious metals, on ac- 
count of their being affected by the cost of 
production, and by the relations of supply 
and demand, is to object to them on account 
of the very things that fit them for standards 
and measures of value. If the causes of their 
value were not similar to the causes of the 
value of other items of wealth, and if they 
were not liable to be affected by the same 
causes of variation, they could not serve as a 
material for money. ‘There must be some 
homogeneousness in the measure and the 
thing to be measured. 

An ounce of pure silver is a quantity which 
never changes. We may make this our stand- 
ard of value—our unit of reference in esti- 
mating other things. It is our own fault, if 
we afterwards vary this standard. 

In many minds the notions of valve and 
utility appear to be confounded. But the 
two things are distinct, though frequently 
conjoined. A fine lady, and a merchant of 
the society of Friends have very different 
views of the utility of diamonds ; but if the 
merchant has diamonds for sale, the creed 
of his church does not induce him to value 
them at less than the fine lady is able and 
willing to give. The value of commodities 
is in proportion to their adaptation to the 
wants and wishes of mankind, rational or ir- 
rational, and to the facility or the difficulty 
with which those wants and wishes can be 

ified. : 

With others, valve and wealth appear to 
be synonymous terms. But the various items 
that constitute wealth are positive in their 
nature. ‘They are all those things that con- 
duce to the gratification of human wants and 
desires, and which may be estimated by re- 
ference to a given standard—all those things 
which may be bought and sold, or estimated 
ata price. The word value is used to de- 
note certain relations among these items. It 
always implies comparison of two or more 
objects. In its strict sense, it denotes the 
effective power of things in exchanges; but 
it is, without impropriety, sometimes used to 
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designate that property in things which makes 
them effective in exchanges, and sometimes 
to signify the judgment the mind forms of 
different things, on a consideration of their 
effective power in exchanges. All these meah- 
ings of the word are closely connected. 
Various views may be taken of value; but 


“in whatever light it may be regarded, we 


shall find gold and silver money the most 
convenient instruments of valuation, though 
certainly not the only ones it is expedient to 
employ. The political economist, to deter- 
mine the natural value of things, may com- 
pute their cost of production in days’ labor 
and capital; but he will find it very difficult 
to estimate accurately these elements of pro- 
duction, except by the instrumentality of mo- 
ney. If he cannot bring his calculations in- 
to the common money of account, his labor 
will be of very little use to the practical man, 
for the effective power of things in exchanges 
is always estimated in this way, and it is the 
relation the natural value bears to the market 
value, that induces the enterprising to incur 
the toil and expense of production. 

In countries in which paper money is un- 
known, the common standards and measures 
of value appear to approach as near theoretic 
perfection, as the common standards of weight, 
length, or capacity. ‘The standard of refer- 
ence has no variation, except such as neces- 
sarily arises from the nature of value. ‘The 
measures are composed of the same material 
as the standard. 

The calculations necessary to show the 
effective power of money in different coun- 
tries, and different ages, may not unaptly be 
compared to those which show the length of 
pendulums to beat seconds in different lati- 
tudes ; or to those which show the loss of 
weight ponderous bodies sustain on being 
carried to different elevations above the sur- 
face of the sea. 

In all such countries, the people suffer no 
more practical inconvenience from the want 
of any theoretic perfection philosophers may 
discover, or may fancy they discover, in the 
common measures of value, than from simi- 
lar imperfections in the common measures of 
time and weight. 

Where metallic money is exclusively used, 
the value of land, of labor, and of all com- 
modities, great and small, can be determined 
with great accuracy. If, in such countries, 
the trade between different men is not always 
an interchange of equivalents, the fault is not 
in the instrument of valuation, but in those 
who use it. 
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This Jounnat or Banxine, or Bank Newspaper, is pub- 
lished once in every two weeks, making in a year, with the 
index, a volume of 416 pages. — 

The price for a single copy, is $1,50 per annum; for four 

ies, $5; for ten copies, $10. 

In all cases, subscriptions must be paid in advance. 

Subscriptions are received in— 

Puttapetraia—By the Editor, No. 302 Race street. 

Mr. G. B. Zieper, News-vender, corner of Third and Dock. 

Mr. C. Coton, News-vender, Chesnut street, adjoining the 
Arcade, east side. 

New Yorx—Mr. W. Haywarp, Stationer, 89 Division st. 
_ Battimone—Mr. W. Taytor, News-vender, North street. 

Single numbers for sale as above. : 

In other places, subscriptions will be received by any per- 
son who chooses to appoint himself agent for others, and re- 
mit the money for one, two, five, ten, or more copies. 

Postmasters have a right to frank letters written by them- 
selves, containing subscriptions and payments for news- 
papers and other periodicals. 








AGENCIES. 


Several respectable men have applied to us to 
appoint them travelling agents for this Journal; 
and gentlemen residing in different places have 

ted to us the propriety of appointing agents 
in their respective cities, 

We have as yet appointed none, for the follow- 
ing reasons:— aa , 

A publication of this description must depen 
on a very diffusive circulation for its support, one 
subscriber at one Post Office, two at another, 
three or four at another. It isnecessary to adopt 
some general rule. If we were to attempt to ap- 
point agents all the country over, we must of ne- 
cessity appoint many of whom we could know 
nothing. It is far better that the Post Master, or 
some other person known to the citizens of each 
gate, where there is a disposition to support this 

ournal, should constitute himself agent for his 
neighbours, or that the subscribers should “club 
together,” and appoint one of their own number 
their t to make remittances. 

We can supply any person who wishes to con- 
stitute himself either travelling or resident agent, 
with copies of the first three numbers of the Jour- 
nal, as specimens. On his remitting the money, 
we will promptly cause the back numbers to be 
forwarded as he may direct, and the forthcoming 
as fast as they are issued. 





NEWS-VENDERS. 


In England, the publishers of newspapers and 
other periodicals do not, generally speaking, re- 
ceive subscriptions. Their numbers are disposed 
of, as fast as they are issued, for cash, to station- 
ers and news-venders, and these have their cus- 
tomers, whom they regularly ey: 

To a certain extent this mode of doing business 
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has, within a few years, been adopted in this coun- 
try. In Philadelphia, it is, in fact, quite a consi- 
derable, and a growing business. Those coueges 
in it, are not constituted agents by publishers, but 
constitute themselves agents. 

We subjoin a list embracing a part of the news- 
venders. ‘The names have been given us by gen- 
tlemen extensively engaged in the publication of 
newspapers and other periodicals, and who state 
that they have always found them punctual in 
making remittances, 

Boston—Geo. W. Redding. 

Worcester, Mass.—Simon Thompson. 

Providence, R. I.—John Green. 

Newport, R. J.—Charles B. Weaver. 

New Haven, Conn.—D. C. Mitchell. 

Middletown, Conn.—Saml. Dickinson. 

Norwich, Conn.—Morgan Safford. 

Rochester, N. Y.—L. Moore. 

Syracuse, N. Y.—James Robertson. 

tica, N. Y.—J. B. Loak. 

Poughkeepsie, N. ¥Y.—Levi Smith. 

Newburg, N. Y.—M. Maguire. 

Hudson, N. Y.—George Clare. 

Troy, N. Y.—Levi Willard. 

Albany, N. Y.—J. 8. Barbour. 

Newark, N. J—D. Smith. 

Elizabethtown, N. J.—Samuel Crane. 

Rahway, N. J—T. Page. 

Philadelphia—G. B. Zieber, corer of Dock 

and Third streets. 
C. Colon, Chesnut street, ad- 
joining the Arcade, east side. 

Harrisburg, Pa.—Daniel Robinson. 

Wilmington, Del.—Radcliff Chadwick. 

Baltimore—W. Taylor, North street. 

Washington—A. R. Jenkins, Pennsylvania 

Avenue, north side, near the 
Native American Lotel. 

Charleston, S. C_——Amos Head. 

Mobile, Ala.—J. F. Curns. 

New Orleans—J. F. Curns & Co. 

St. Louis, Miss.—R. J. Woodward. 

Louisville, Ky.—W. N. Haldeman. 

Cincinnati, Ohio—C. Tobey. 

Pittsburg, Pa—R. S. Berford. 

And there must be many more of whom we 
have not heard. 

No doubt any of these gentlemen would receive 
subscriptions for this Journal, if enough persons in 
any of the places above mentioned, come forward 
as subscribers, to make it an object. It is their 
business to supply their customers, not with our 
Journal especially, but with our Journal and any 
other newspaper, or other periodical, their cus- 
tomers may want. 
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Several of them, as Mr, Zieber and Mr. Colon, 
of this city; Mr. Taylor, of Baltimore; and Mr. 
Hayward, stationer, of New. York, have already 
constituted themselves agents for this Journal, and 
receive subscriptions by the year, or sell single 
numbers. Any others who may want single 
numbers to retail, can be supplied at the whole- 
sale price of seers for one dollar. 

It would be well if this business were intro- 
duced into other towns, though in many it would 
be worth following only as auxiliary to some other 
pursuit. 

In small places, the Post Master has great ad- 
vantages over other persons as agent for news- 
re and other periodicals. Many of the Post 

{asters would add considerably to the obligations 
their neighbours are already under to them, by 
constituting themselves agents, we do not mean 
for our Journal only, but for any periodical their 
neighbours may desire to have. 





THE TIMES IN INDIANA. 

The following, which appeared originally in 
the Greencastle (Indiana) Visitor, has been trans- 
ferred thence to the Wabash Courier, and thence 
to the Sentinel, published at Evansville, Indiana, 
whence it finds its way into our own columns. 


Harp Times.—We do not know how it is with 
our neighbours of other States, but we can assure 
them that money is very scarce in this part of the 
Hoosier land, It is often impossible to procure 
money of some of our most solvent and worthy 
farmers, though they are involved but little. 


Disappointments on the part of others frequent- 
ly compel them to give up property for the satis- 

tion of claims against them, but it will not sell 
at any price. The truth is, almost every person 
is in debt, and none have money to spare in the 
purchase of property. Those who sue for the 
amount coming to them, do it through sheer ne- 
cessity, as they are owing money themselves; 
and if they should purchase the property executed 
in their favor, they would be ne bolted able to pay 
what they owe. The Legislature of last winter 
provided that real estate should not sell under 
execution, unless it could be sold for one half of 
its appraised value. The same law includes cer- 
tain articles of personal property. Officers are 
daily returning executions, “no bidders,” “no 
sale for want of bidders,” dc. In some instances, 
small tracts of land have been taken under execu- 
tion, as often as three or four times, and no sale 
effected, and the cost which accrued, amounts to 
nearly half of the appraised value of the! property 
executed. 7 

It appears that a partial suspension of business 
is the only means of relief to the people, and we 
must confess that such would be poor relief. 


On reading this, one might be tempted to think 
that he had got hold of a passage in the history of 
the times that followed the great bank revulsion 
in 1818-19. “Often impossible to procure money 
from some of our most solvent farmers—almost 
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every person in debt—property will not sell at 
any price—relief law by legislature—legal ex- 
penses amounting to nearly half the appraised 
value of the property levied on.” ) 

But so it is. Like causes will and must produce 
like effects. Under our paper money system, 
priées are very frequently lower than they would 
be under a hard money system, and this is exactly 
the condition of things at present in Indiana, and 
many other parts of the western country. Under 
a sound money system, it would be impossible for 
lands as fertile as those of the west not to find, at 
any time, a ready sale at a fair price. 





APPLETON ON CURRENCY. 

Mr. Nathan Appleton, of Boston, formerly 
President of the Branch of the United States 
Bank in that city, has lately issued a pamphlet of 
73 pages, which contains many valuable remarks, 
though we cannot endorse the whole of its con- 
tents. From it we extract the following passage, 
showing the manner in which the notes of nearly 
all the New England banks, (and they are more 
than 300 in number,) are kept at par throughout 
that region. In the same way, the notes of the 
banks of the other great divisions of the country 
might be kept at par within their respective dis- 
tricts. 

The Suffolk Bank System. 


The place where a bank note is payable is of 
the utmost importance in order to secure its gene- 
ral circulation at par with specie. That place 
must be the commercial centre of the district 
through which it is to circulate. 

The constant demand for remittances to this 
central point, will give to bank notes payable 
there, a constant equality with or preference over 
pecies through a]l the region drawing their sup- 

ies from that centre. hus, a bank note ya- 

le in Boston, will have a natural circulation 
through all that part of New England drawing 
their supplies from thence; but the moment the 
line is passed into the district drawing their sup- 
plies from New York, bank notes payable in that 
city can alone supply a pure circulation, and so 
of the other great cities. Large towns or cities 
in the interior have a certain limited circle of 
their own, but for general circulation bank notes 
must be payable in the great commercial cities. 


The currency of depreciated paper, issued by 
banks paying specie, is owing to a departure from 
correct principles in this particular. The bank 
note is not payable at the place where the mone 
is wanted. Previous to 1824, the currency 
Boston and New England consisted mostly of 
country bank notes, subject to a discount varying 
at different times, but generally about one per 
cent. In 1824, what is called the Suffolk bank 
system, was adopted, by which the bills of all 
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New England banks are virtually redeemable in 
Boston at par. ‘he system is this: Certain banks 
in Boston have contributed a sum agreed on, to a 
common fund, and in consideration of the use of 
that fund, one of them, the Suffolk, undertakes to 


- receive all bills of New England banks as cash, 
‘and collect them from the country banks. The 


mode of doing it is as follows: The country banks 
-are invited to keep a fund in deposit at the Suffolk 
bank for the redemption of their bills. If they 
decline, the bills are sent home for payment, in 
which case nothing but a legal payment in coin 
will be received. The trouble attending this 
mode of payment, soon induces the bank to yield 
to its true interest and keep up the deposit, since 
it can, by doing so, keep a larger amount of bills 
in circulation than it would otherwise be safe to 
attempt. Under this system the whole currency, 
centering at Boston, is convertible at pleasure into 
J coin without any loss whatever—a state of 
things which does not probably exist in any other 
considerable city. 


By a mode of proceeding founded on similar 
‘principles, the paper issues of the numerous banks 
of Scotland are all kept at par. The banks have 
their agents at Edinburg, by whom a settlement 
of balances is effected twice in every week. This 


_ is the true way of regulating paper currency and 


paper exchanges. Attempting to regulate them 
by means of a National Bank, is, as Dr. Primrose’s 
friend, Mr. Birchell, would say, “all fudge.” 
We copy some of Mr. Appleton’s remarks on 
the subject of 
Domestic Exchange. 
_ Another argument much dwelt on in favor of 
a large national bank, is its necessity to equalize 
exchanges. There is not much in this. 
is no difficulty with the exchanges where 
the banks pay specie. There lies the whole diffi- 
culty. Let that be reformed, and there will be 
no complaint on that score.* The exchanges soon 
ite themselves where the currency is uni- 





Ss n, 88 is the legal currency of the United States. 















rge bank, with many branches, can manage 


: t » exchanges with more profit to itself, perhaps, 


yan the local banks can do. The late United 
States Bank took care to charge the highest rates 
for exchange which the alternative of transport- 
ing specie would admit. For several years the 
exchange at New Orleans on northern bills was 
cept so high, that considerable shipments of specie 
‘were made from Boston and New York for the 

irchase of cotton. The change in our laws, 
has made gold the basis of our currency, 
will have a most salutary effect in lessening the 
ates of exchange, whenever the banks resume 
their proper functions. The effect is already quite 
ipparent on the exchanges between Boston and 
New York. Gold is constantly transported from 
one city to the other before the exchange can 


rise to a opel of one per cent., which is conse- 


@ maximum rate. When the banks 
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Mr. Appleton’s position, as President of a 
branch of the United States Bank, must have af- 
forded him the best opportunities for ascertaining 
what effect the operations of that institution had 
in the regulation of exchanges. It may not be 
amiss to add, that he was member of Congress 
from Boston in the year 1832, and as such voted 
for the re-charter of the United States Bank. He 
cannot, therefore, be regarded as under the influ- 
ence of prejudice against that or a similar institu- 
tion. 





GOLD AND SILVER. 

An old merchant of this city has told us that he 
never could be convinced that there were gold and 
silver enough in the world, to serve the purposes 
of money, till he met with Mr. Gallatin’s state- 
ment of the quantity of the precious metals con- 
sumed in plate and jewelry. As Mr. Gallatin’s 
remarks, on this point, have had this happy effect 
on one merchant, we copy them at length, hoping 
they will have a like effect on others. They 
embrace, in a condensed space, many important 
statistical facts. 


“ The total amount of gold and silver produced 
by the mines of America, to the year in- 
clusively, and remaining there or exported to 
Europe, has been estimated by Humboldt at about 
five thousand six hundred millions of dollars ; and 
the product of the years 1804—1830, may be 
estimated at seven hundred and fifty millions. If 
to this we add one hundred millions, the nearly 
ascertained product to this time of the mines of 
Siberia, about four hundred and fifty millions for 
the African gold dust, and for the product of the 
mines of Europe, (which yielded about three mil- 
lions a year in the beginning of this century,) 
from the discovery of America to this day, and 
three hundred millions for the amount existing in 
Europe prior to the discovery of America, we 
find a total not widely differing froin the fact, of 
seven thousand two rondo’ millions of dollars. 
It is much more difficult to ascertaim the amount 
which now remains in Europe and America toge- 
ther. The loss by friction and accidents might 
be estimated, and researches made respecting the 
total amount which has been exported to countries 
beyond the Cape of Good Hope; bat that which 
has been actually consumed in gilding, plated 
ware, and other manufactures of the same charac- 
ter, cannot be correctly ascertained. From the 
imperfect data within our reach, it may, we think, 
be affirmed, that the amount still existing in Eu- 
rope and America certainly exceeds four thousand, 
and most probably falls short of five thousand mil- 
lions of dollars. Of the medium, or four thousand 
five hundred millions, which we have assumed, it 
appears that from }$ to 2-5 is used as currency, 
and that the residue consists of plate, jewels, and 
other manufactured articles, It is known, that of 
the amount of seven thousand two hundred 
millions of dollars, about 1800 millions or jth of 
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the whole in value, and 1-48th in weight, consist- 
ed of gold. Of the four thousand five hundred 
millions, the presumed remaining amount in gold 
and silver, the proportion of gold is probably 
greater, on account of the exportation to India 
and China having been exclusively in silver, and 
of the greater care in preventing every possible 
waste in an article so valuable as gold. 

Here it appears, that ten years ago, or when 
the treatise, entitled “‘ Considerations on the Cur- 
rency and Banking System of the United States,” 
was written, considerably less than one half of 
the whole quantity of gold and silver in Europe 
and America, was in the form of money. The 
rest was in the form of plate and jewelry. It is 
not probable that any great alteration has taken 
place in these proportions. And why is it so? 
Bullion, when brought from the mines, is, gene- 
rally speaking, first formed into coin. Why is 
so great an amount of this coin afterwards con- 
verted into plate and jewelry? 

The reason is, simply, because in hard mo- 
ney countries they have a use for only a part 
of their stock of the precious metals in the form 
of money. A few dollars a head suffice for a 
standard of value, and a medium of exchange. 
In paper money countries, a great amount of 
specie is converted into plate and jewelry, be- 
eause the demand for gold and silver as money, 
is diminished by the issue of notes. 





BILLS OF EXCHANGE, 


In the new preface to our “ History and Inqui- 
ry,” we have stated that, if we found it necessary 
to make any corrections of any moment in repub- 
lishing it, due notice would be given to the reader. 
We make one correction to day, in the third chap- 


ter. 

In the first edition, the fifth paragraph read as 
follows : 

“Bills of @xchange, where the practice is to 
pass them from hand to hand, may serve as a local 
commercial medium, though not a very conveni- 
ent one, since it is necessary for the nice adjust- 
ment of transactions, to calculate the difference of 
the interest on each transfer.” 

Further inquiries, and conversations with a 

entleman who once did an extensive business in 
ncashire, England, have convinced us that bills 
of exchange, are, as a commercial medium, espe- 
cially in large transactions, much more convenient 
than we once supposed them to be. Their ex- 
tensive use in England, especially in the county 
of Lancashire, including the two populous and 
bustling towns of Liverpool and Manchester, is of 
itself sufficient evidence that they must possess 
many and great conveniences. 
So convenient, indeed, were they found, that 
2 private bankers of Lancashire, never issued 
notes of their own. The joint stock banks 
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lately established in that county, issue notes, but 
this 1s because the issue produces a profit to them- 
selves,—not because the old commercial medium 
was inconvenient to the merchants and manu- 
facturers. 

Some of these bills of exchange having but 
sixty days to run, have, by the time they come 
to maturity, as many as one hundred and twenty 
endorsements—thus proving that they have been 
used on an average, in more than two commercial 
transactions on each business day. 

Our banking business in this country will never 
be brought right, till bank notes are entirely su- 
perseded by specie and bona fide bills of exchange, 
or till we shall have no bank notes, except such as 
shal] be the representatives of specie actually in 
deposit, or of bona fide bills of exchange. 

More on this subject hereafter. 





BANK RETURNS, 


Banks or New Hampsuire, Jone, 1840 anp 1811. 


June, 1840. June, 1841. Incr. Deer. 
Loans, 4,099,612 3,859,853 — 239,759 
Specie, 193,359 194,311 952 _ 
Circulation, 1,088,750 1,229,708 140,958 — 
Deposits, 420,800 42,532 8,752 —_ 
Due from other Banks, 337,620 389,759 2,139 — 


The Legislature of New Hampshire, at its last 
session, passed an act imposing limited responsi- 
bility on the stockholders in banks hereafter to be 
chartered. 


Bank or ENGLAND. 





May 25. June2?. Decrease. Incr. 
Securities, 21,817,000 21,601,000 . 216,000 —- 
Bullion, 4,921,000 5,098,000 177,000 
Circulation, 16,615,000 16,632,000 ——— 17,000 
Deposits, 7,242,000 7,218,000 24,000 —.- 





The True Principles of Commercial Banking. 
We commence to-day the re-publication, from the 
original manuscript, of a dissertation under this 
title, which was communicated by us in May, 
1838, to the Democratic Review. ‘To it, the edi- 
tor of that periodical prefixed a paragraph, which 
it is unnecessary to republish; and several other 
paragraphs will be orfiitted, as they refer to cir- 
cumstances no longer existing. The rest of the 
dissertation is as applicable to the present times, 
as it could be if it had been written but yesterday. 
For convenience, we have divided it into sections, 
and we propose to add, from time to time, so many 
new sections as may be necessary to give a com- 
plete elucidation of “The True Principles of 
Commercial Banking.” 

The dissertation, at the time it appeared, was 
much commended by many commercial men, and 
others, who, from their position and previous 
studies, were well qualified to judge of its merits 
and defects. Among others, “though we say it 
who should not say it,” a Director,of the Bank of 
England was so pleased with it, that he sent to 
this country “ for copies of al/ the writings of the 
author of the essay on the ‘T'rue Principles of 
Commercial Banking.” ’ 

While on this subject, we will yemark that 
many articles in the Democratic Review, which 
have been attributed to us, were from other pens. 
The articles in question have great merits; but 
we wish not to be dressed up in borrowed plumes. 
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THE TRUE PRINCIPLES OF COMMER- 
CIAL BANKING. 
Section I. 
According to the most distinguished writers on 
this subject, commercial banks should, in making 


loans or discounts based on deposits and circula- 


tion, confine themselves to business paper having 
but a short time to run, and never grant an exten- 
sion of such loans or discounts. As they express 
it, “the proper business of a bank is not to lend 
capital, but to lend credit”—not to furnish the 
trader with sufficient means to carry on his busi- 
ness independently of other resources, but simply 
to enable him to anticipate the proceeds of his 
sales, by making advances to him to supply the 
place of such portion of his own capital as he has 
parted with by selling on credit. Better terms 
might, perhaps, be selected: but we will not, on 
the present occasion, quarrel with terms. The 
meaning of those who use them is quite intelligi- 
ble. If a bank discounts nothing but business 
paper, the notes it issues represent the notes it 
discounts, and the notes it discounts represent the 
commodities, or the value of the commodities, 
which the merchant has bought or sold. Let 
these commodities be flour, sugur, cotton, tobacco, 
or any thing else of which the Price Current 
makes mention, they form a fund by which the 
merchant may, in due season, pay the note dis- 
counted by the bank, and thereby enable the bank 
to redeem its issues. 

So long as banks observe this rule, they cannot, 
according to this theory, make issues to excess ; 
for the accommodations they grant are exactly 
adapted to the commercial business of the coun- 
try, increasing as it increases, and diminishing as 


‘itdiminishes. The exact proportion of currency 


_ to commodities is preserved, no matter what may 


be the fluctuations of commerce. 
i So long, moreover, as banks observe this rule, 


» “domestic exchanges cannot be thrown into con- 


fusion. If the trade between different parts of the 
: ‘country were reduced to mere barter, (both mo- 


ey and credit being excluded therefrom,) it is 


_ self-evident that exchanges would be regular, for 


no part of the country would part with commodi- 


ties, except on receiving commodities of equal 


value in return. Equally regular would be the 
exchanges, if, instead of being carried on by mere 
barter of commodities, they should be carried on 


3 [™ medium of paper, which should be the ex- 


ee 
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act representative of the value of those commodi- 
ties. 

But let banks make issues to enable their cus- 
tomers to pay taxes, and they introduce disorder 
into both currency and exchanges. In such cases, 
their paper is not the representative of commodi- 
ties, and no specific fund is provided for its re- 
demption. The banks are accommodating, not 
the wants of commerce, but, in an indirect way, 
the wants of Government. ‘The issues of the 
banks no longer adapt themselves to the trade of 
the country, expanding as it increases, and con- 
tracting as it diminishes: but expanding and. 
contracting according to the demand for public 
revenue. The foundation is also laid for confu- 
sion in exchanges. While the banks restricted 
themselves to discounting business paper, the ex- 
changes of commodities by different parts of the 
country afforded effectual means of equalizing the 
exchanges of bank notes, which were the mere 
representatives of the value of these commodities. 
But there are no commodities to represent bank 
notes issued for the payment of public revenue; 
and Government does not, in its disbursements, 
pay out bank notes in the places to which they 
would find their way in the natural course of 
trade, but, very probably, in the points directly 
opposite. It is hardly necessary to say tliat when 
Government receives bank notes in payment of 
public dues, bank notes will be issued to an amount 
sufficient to supply the demand. It matters not 
what particular form bank loans may then assume. 
It is plain that, in such cases, bank issues exceed 
what the commercial wants of the community re- 
quire, and go to supply its wants for other ob- 
jects. 

If the banks issue notes for the purchase and 
improvement of real estate, they may disorder 
currency and exchanges as much as by issuing 
notes for the payment of taxes. In such cases, 
their notes are indeed the representatives of com- 
modities, but not of commodities which can be ad- 
vantageously sold in time to enable borrowers to 
repay what has been lent to them, and thus ena- 
ble the banks to meet their engagements. In 
some parts of the country, the banks may be un- 
der the necessity of redeeming the aggregate 
amount of their issues once in three months, in 
others in a shorter, and in others in a longer 
period. But it would be but a poor “accommo- 
dation” to the purchaser of a cotton plantation in 
Mississippi, to be obliged to repay his loan before 
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he could carry his first crop to market; or the 
builder of a palace in New York to refund what he 
had borrowed, before his wife had had an oppor- 
tunity of giving her first soirée in her splendid 
mansion. Yet if the banks of Mississippi will, 
in addition to making issues sufficient to circulate 
the annual produce of the soil, also make issues 
equal to the amount of real estate thrown into 
market, exchanges will be wofully against Mis- 
sissippi. Part of these excessive issues will find 
their way to New York and Philadelphia, but the 
Jand cannot be exported in order to redeem them. 
The same remarks will, mutatis mutandis, apply 
to the New York banks, if they will make loans 
to people wherewithal to build palaces at New 
Brighton. 

Here it is proper to enforce the remark that 
this strict rule applies only to the credit dealings 
of the banks, or to such of their operations as are 
based on their circulation and deposits. It is of 
little moment, in regard to the particular point 
which we are now considering, in what way what 
is called the capital of a bank is invested, pro- 
vided that, in its credit dealings, it confines itself 
to discounting business paper having but a short 
time to run, and makes it an inflexible rule never 
to grant a renewal. The whole of the original 
capital of a bank may be lent to Government, as 
has been done by the Bank of England—or it may 
be invested in real estate—or in bonds and mort- 
gages—or lent on accommodation notes of long 
date, renewable for ever—or it may be simply 
represented by the stock notes of the original sub- 
scribers. So long as the loans and discounts of a 
bank do not exceed the capital paid in, no evil is 
done, even if the whole be invested in stock notes. 
The danger commences in those operations which 
are based on deposits and circulation, and it is to 
these that our'remarks especially refer. 


Secrion II. 

Particular cases will serve to elucidate the 
principles of commercial banking, and show the 
difference between it and other kinds of banking. 
_ We shall suppose the reader to be acquainted 
with the mode in which, when banks are intro- 
duced into a country, their paper is made to sup- 
ply the place of the specie previously in circula- 
tion: and we shall not stop to inquire whether 
the new distribution of capital thus effected is 
that which is most advantageous to the communi- 
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ty, or precisely equitable im all its aspects. We 
will take the system as established, and select a 
single bank in the interior of Maryland to illus- 
trate its operations. 

A miller, at or near Hagerstown, has wheat 
offered to him by the neighboring farmers, say of 
the value of one thousand dollars. He has no cash 
on hand wherewith to make the purchase, but he 
has a note, bill, or acceptance, for 1000 dollars, 
given to him by a factor at Baltimore, to whom he 
had made his last consignment of flour. He has 
this note or bill discounted by the bank, and with 
the proceeds purchases the wheat. The farmers 
take the bank notes, pay them out to the me- 
chanics and traders with whom they have deal- 
ings, and the notes, after having circulated for a 
time in the neighborhood of Hagerstown, at length 
reach Baltimore. They are, in all probability, 
carried to that city by the Hagerstown store- 
keepers, and exchanged for dry goods and groce- 
ries. The merchants of Baltimore deposit them 
in their banks, and the bank of Hagerstown thus 
becomes debtor to the banks of Baltimore, in the 
sum of 1000 dollars. But this is balanced by the 
note or bill of the flour factor for 1000 dollars, 
which the Hagerstown bank had sent on for col- 
lection. The trade between Hagerstown and 
Baltimore is an exchange of flour for dry goods 
and groceries, and the value of the same is ex- 
pressed in the note of hand, or bill of exchange, 
given by the Baltimore flour factor, and in the 
bank notes issued at Hagerstown, which form to- 
gether the medium of that trade. 

This is what is called “simply making ad- 
vances,” or “affording facilities.” The miller 
has a capital of his own, invested in flour at Balti- 
more. But he cannot use this in the purchase of 
wheat at his mill door. The farmers do not want 
flour, or if they do, he has it not at hand to supply 
them. But they want to make purchases from 
the storekeepers, and the circulating credit of the 
bank will answer their purposes. The bank has 
not lent capital to the miller, for it had none to 
lend, having previously invested in permanent 
securities all its original funds. It lends its ere- 
dit; and it has a double security that the credit 
it lends will be sustained; first, in the flour at 
Baltimore of the value of which the bill or note 
of the factor is the representative ; and secondly, 
in the wheat purchased by the miller, of the value 
of which the notes issued by the Hagerstown 
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Bank, are the representatives. This is through- 
out a business transaction, and it is in strict con- 
formity with the principles of commercial bank- 


But take another case. The miller wishes to 
make an addition to his mill, and for this purpose 
requires 5000 dollars. The bank lends him the 
amount on a note drawn by an obliging friend, 
and indorsed by himself. Here bank notes are 
issued, not as representatives of a value already 
existing, but of a value to be created by labor. 
Before that value can be created, that is, before 
the new mill can be brought to yield an income, 
the bank notes find their way, in the natural 
course of trade, to Baltimore. But there is no 
flour here now, as in the former case, to consti- 
tute a fund for the redemption of the notes. Even 
after the mill shall be completed, it cannot be 
transferred to Baltimore. 

Suppose fifty operations of this kind to take 

place, and it is evident that the balance will be 
thrown greatly against Hagerstown. But a very 
few such operations would derange the course of 
exchanges. According to the theory of com- 
mercial banking, while banks discount all good 
business paper of short dates that is offered, 
and no other, the channels of circulation are 
exactly full. But it is plain that when a vessel 
is full, a very few drops in addition will cause 
the water to overflow. Let a bank have 10,- 
000 dollars of specie in its Vaults, and a circu- 
lation of 100,000 dollars, and suppose this to be 
exactly adapted to the business of the community. 
Then let it make an addition of but ten per cent. 
to its circulation. Inconsiderable as this addition 
may seem, it may be sufficient to drain the bank 
of all its specie. 
_ Apply these principles to the banks in two 
more distant parts of our Union, say New York 
and Mississippi. The trade is much more round 
about than that between Hagerstown and Balti- 
more, but it is in reality founded on the same 
principles. Let us trace its regular course. 

A merchant from Natchez repairs to New 
York, and purchases 100,000 dollars worth of 
goods, giving his notes or bills for thesame. The 
New York merchant has these notes or bills dis- 
counted by a bank, and with the proceeds pur- 
chases bills of exchange on England, through 
which he either pays an old debt due in that 
country, or procures a fresh supply of foreign 
commodities. The Mississippi merchant carries 
these goods to Natchez, and there disposes of 
them to the neighboring planters, in expectation 
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of being paid out of the growing crop of cotton. 
In due season he receives the cotton, and sends it 
to a factor at New Orleans. In the interval, the 
notes or bills he gave to the New York merchant 
have been sent to the Planter’s Bank for collec- 
tion. They are now due. He draws on the 
factor at New Orleans. The Planter’s Bank dis- 
counts these drafts, and with what he thus re- 
ceives, the Natchez merchant pays the notes or 
bills he gave to the New York jobber or importer. 
Here are still several accounts unsettled. The 
New Orleans factor is in debt to the Planter’s 
Bank at Natchez, and the Planter’s Bank is in 
debt to the Bank of America, at New York. But 
the factor has, in the cotton consigned to him, the 
means of paying his debt to the bank at Natchez, 
and thereby enabling the latter to pay what it 
owes to the bank at New York. The factor ships 
the cotton to Liverpool, and draws a bill of ex- 
change on England, which bill he sells, and with 
the proceeds pays the New Orleans agent of the 
Planter’s Bank, which agent we will suppose to 
be the Union Bank. The Bank of America, at 
New York, draws on the Planter’s Bank at Nat- 
chez: the latter draws on the Union Bank of 
Louisiana in favor of the bank at New York: the 
Union Bank sends the foreign bill of exchange to 
New York: the Bank of America receives it there, 
and sells it to an importing merchant, who trans- 
mits it to Europe, perhaps in payment of the very 
dry goods he had a year before sold to the Missis- 
sippi merchant. 

This may seem like a very complicated process 
of bill-drawing. But it is in reality a plain busi- 
ness transaction. The bills and drafts in all cases 
follow the course of the goods on which they are 
founded. The trade between Mississippi and 
England, is an exchange of cotton for dry goods 
and other products of British industry. Mississip- 
pi carries on this trade, chiefly through the two 
ports of New York and New*@rleans, ‘Through 
the former she makes her imports, through the 
latter her exports. All the notes given, and the 
drafts drawn, are but the representatives of the 
goods received or the cotton sent. The trade, so 
far as it is carried on in this country, commences 
at New York, where the importation was made; 
and to that city, in order to liquidate accounts, 
must the bill of exchange be sent which was 
founded on the exportation made at New Orleans. 
This bill is forwarded to Liverpool. About the 
time it reaches that city, the cotton on which it 
is founded arrives: and thus the accounts between 
England and the United States are adjusted. 
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. UNITED STATES BANK. 

~ We owe an apology to this institution for having 
in our previous numbers recorded what had spe- 
cific ion to its affairs, under the humble head 
of “incidents.” As no disrespect was thereby 
intended, we trust no offence hasbeen taken. The 
history of this bank is so curious, and withal so 
instructive, that we must open a distinct account 
for it in our Bank Journal, or, if the reader pre- 
fers, our Bank Ledger. It will facilitate the sum- 
ming up of accounts at the end of the year. 

‘Mr. Samuel Jaudon, formerly Cashier of the 
bank, and more recently its agent in London, has 
returned from Europe. Ata meeting of the Di- 
rectors, he informed them, that the disposition of 
the stockholders and creditors in England, was, to 
do all in their power to resuscitate the bank. 

A daily paper, believed to be among those most 
friendly to the bank, under its new management, 
states that suits are to be instituted against editors 
and others, for money lent to them, and which 
they supposed they had rendered an equivalent for 
by political and other services. 

Mr. Wm. Ayres, a Director of the bank, resid- 
ing at Harrisburg, (Penna.) has published a letter 
in which he protests against the institution of suits 
against the late officers. He thinks they will pro- 
duce nothing but fees for lawyers, and revelations 
which will be injurious to the interests of the 
stockholders. 

The Directors have, in a series of resolutions, 
made a reply to Mr. Ayres. They state that by 
these suits it is probable a considerable amount of 
money will be recovered, and that the fees to law- 
yers will be inconsiderable. 

Mr. Jonathan Roberts, Collector of*the Port of 
Philadelphia, and also director of the bank, has 
published a letter, similar in its general tenor to 
that of Mr. Ayres. 

Since our last number was issued, the stock of 
the bank has fallen from $18, Philadelphia cur- 
rency, to $173. But, so very uncertain is the 
market, that it may rise again, before we can get 
our paper to press. , 

r. Cadwallader, the former Solicitor of the 

bank, who had a salary of seven thousand dollars 
per annum, has been dismissed; and Mr. Brooke 
employed in his place, at a salary of only two 
thousand dollars. 
_ The internal affairs of the bank are said to be 
managed now with very great economy. We 
judge that they must be, for the bank has not yet 
sent in its subscription for our Journal. It would 
save money by enrolling itself in our list of sub- 
scribers: and so would every other bank in the 
country. The facts we shall tell them, and the 
doctrinal truths we shall teach, will be worth much 
more to them than one dollar fifty cents a year. 

It is a SHAME for any bank to be without “ THE 
Journat oF Banxina.” The Directors of each 
and every of our nine hundred banks, ought to 
meet immediately, and pass resolutions for sup- 
plying each of their own number, and each Presi- 
dent and each Cashier, with one copy of the Jour- 
nal. What has brought ruin on our banking in- 
stitutions, but want of acquaintance with facts, 
and want of understanding of principles ? 


BANK DEFAULTS. 


A paragraph has been going the rounds of the 
Leeman ft that J. B. Norris, the late Presi- 
dent of the State Bank of Alabama, at Mobile, 
had embezzled its funds, and “gone to Texas.” | 
It has since been denied that he embezzled the 
funds of the bank; but, as he left Mobile, appar- 
ently in poor and embarrassed circumstances; as 


_on his arrival in Texas, he purchased a plantation - 


for $6,000, paying $4,000 of the amount in cash; 
and as he soon after received from Mobile ten 
ne purchased there for cash in the name of 
a friend, some of our journalists seem still to have 
their doubts on the subject. 

Officers of banks are at present in such bad re- 
pute, that suspicion may attach to many of them 
wrongfully. When Mr. Suydam, the President 
of the oeuce and Mechanics’ Bank, New 
Brunswick, N. J., disappeared, his friends, in 
searching for his body, raked the bottom of the 
Raritan river. Every body laughed at them. 
‘¢ The true place to look for him was in Paris, or 
in Texas, here else had other bank officers, 
that had suddenly disappeared, been ultimately 
discovered?’ Yet his friends persevered in their 
search, and at last they found his remains, and 
brought his murderer to condign punishment, 


Stories to the disadvantage of bank officers — 


must not be too hastily received. 

The next case we hardly know how to class, 
We will put it, for the present, under the head 
of Bank Defaults, and ccrrect the classification — 
hereafter, if further discoveries show correction 
to be necessary. - 

We take the particulars from the State Regis- 
ter, published at Springfield, Illinois. The paper 
bears the date of July 11th. 

“ On last Sunday night, and before day light on 
Monday morning, the branch of the State ; 
at Jacksonville, was entered and robbed of $78,000 
in bank notes, $8,000 in gold, and some thousands 
in silver. The daring villians also destroyed 
every accommodation note, bill of exchange, and 
other,evidence of debt in the bank. The books 
of the bank were also mutilated in such a manner 
as to render it impossible to renew the notes and 
bills by any evidence in possession of the bank. 


‘The leaves were cut from the large books con- 


taining accounts since 1837, and destroyed, and 
all the leaves prior to that time were suffered to 
remain, being of no use, as they contained entries 
of accounts which had been settled. All the small 
books or ‘blotters,’ were thrown into the chim- 
ney with the notes and bills of exchange, and set 
on fire. The cinders were all that was left of 
them in the morning. 

“To all appearance the robbers entered one of 
the side sieeve, and opened the vault by keys. 
The key of the safe was secreted in the vault, but 
the robbers appear to have found it without trou- 
ble, as they stripped every thing that it contained. 
They left several boxes of silver standing on the 
counter, which they had knocked open, and pro- 
bably left from inability to carry them away. The 
door of the bank was found unlocked end unbarred, 
although shut, and it is supposed that after the 
thieves obtained access they unbarred and un- 
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socked the door, and afterwards made their escape 
through it. . 

“ This daring robbery appears to have been com- 
mitted with as much deliberation as boldness. 
The clerk or cashier of the bank resided in the 
building, and was asleep in the room above dur- 
ing the whole time occupied in the robbery. How 
he could sleep during the noise the villians must 
have made seems wonderful. The circumstance 
of the destruction of the notes and bills of ex- 
change wonld seem to fix this daring act on some 
of the debtors of the bank, and we think every 
man who owes it, is called upon to take an active 
part in ferreting out the villians. 

“We learn that tlie porter of the bank, whose 


weeed been a short time before reduced, and 
who had threatened to leave its employ, had been 


examined. His horse was found ready saddled on 
Monday morning, and on being questioned, he stat- 
ed that he was boat going thin town County, but 
had waited till after breakfast to collect a debt of 
$20 in town. If the porter had any hand in this 
eovbery. he has undoubtedly been backed by “ re- 
‘spectable accomplices,” Expresses have been 
sent out on every road to overtake the villians, 
but we will eat all they catch. The robbers are 
in or near Jacksonville to a certainty.” 
_ The St. Louis Republican says:—Lately seve- 
ral officers were dismissed from the bank, by a 
resolution of the mother bank to curtail the ex- 
penses. Since then, the late cashier has resigned, 
and another been elected in his stead, who we un- 
derstand was to enter on the duties of his office 
on Monday last. The opposing candidate to the 
man elected, was the chief clerk and paying tel- 
ler. All these gentlemen are highly respectable 
men, and have always borne characters which 
forbid the idea that they should in anywise be 
connected with such a transaction. For their 
sakes, as well as the general good, we trust the 
‘robbery will be fully explained. They at least 
should not be suspected until there is more evi- 
dence than we have seen to justify it. 
_ Tuer Avasama Banx Fraups.—A Mobile cor- 
2 ndent of the New York Commercial says, in 
‘reference to the lately discovered frauds in the 
‘State Bank and Branches, that it has been the 
‘custom with them to discount accommodation 
notes or bills, upon Mobile, with two or three good 
names which, if not known to the directors, must 
be recommended by some member of the Legisla- 
ture. Certain persons have been engaged in 
‘making notes and procuring names to them notori- 
ously irresponsible and insolvent, to whom they 
have paid five, ten, and twenty dollars for their 
si res; procured the recommendation of some 
_ member of the Legislature, and obtained the mo- 
ney onthem. In many instances the members re- 
commending the paper have obtained the money ; 
in others, names have been forged. The extent 
f these frauds cannot be fully ascertained until 
the annual report of the banks to the Legislature 
in November next. 
The branch at Mobile, it is said, has transacted 
a large amount of See within the ee den 
I: proceeds appear large on paper, but the 
suspended and doubtful debt, it is stated, reaches 
nearly $6,000,000 ! 
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BILLS OF SUSPENDED BANKS. — 


The citizens of Hartland, Livingston Co., Michi- 
gan, have come to the conclusion no longer to take 
paper not redeemable in specie on demand. They 
say they are “determined to be swindled no long- 
er by taking that which is not money, nor even 
an apology for eas 

At Monticello, Georgia, the merchants and 
other citizens, recently passed a resolution, bind- 
ing themselves, in honor, not to receive at par, 
after the 1st of September next, either in payment 
of debts or for merchandise, the bills of any banks, 
except such as may be paying specie at that time. 
The bills of suspended banks they will receive 
only at such déscount as they may then be at in 
the city of Augusta. 

“We disavow,” they th “any design of op- 
pressing the planter, but believe that we are acting 
for the of all, save the stockholders of sus- 
pended banks. A system of dealing based upona 
ca and unstable currency, must act par- 
tia ioe leave the merchant to determine, with- 
out knowing in what currency he will be paid, the 
prices of his merchandise; and his safety demands, 
under this uncertainty, that he should add to his 
regular prices the highest supposable rate to which 
exchanges may rise. The only equitable plan of 
doing business is to sell at as low prices as can 
be afforded—to add nothing for depreciated cur- 
rency, and to receive in payment nothing but 
good funds.” 





CONGRESS. 


The discussions in the Senate and in the House, 
lose none of their interest: but the only bill that 
has been passed since our last, is one to authorize 
A LOAN OF TWELVE MILLIONS OF DOLLARS, or sO 
much thereof as the President may deem neces- 


As many members of the Senate, including in 
that number some of those who have most expe- 
rience in financial affairs, maintain that no loan, 
or, if any, only a very small one, is necessary, 
this is imposing on the President, a very unplea- 
sant responsibility. 

In the Senate, the bankrupt bill was passed on 
the 24th of July, by a vote of 26 to 23. It is not 
to be supposed that the Senators who voted 
against the bill, are less impressed than those who 
voted in its favor, with the necessity of affording 
relief to the debtor class. But some would not 
vote for it, because it did not include in its provi- 
sions, bankrupt banks as well as bankrupt indivi- 
duals; others, because they thought due regard 
was not paid to the rights of creditors: and others, 
because they thought its character was such that 
it must necessarily do more harm than good. 

The House has, by an overwhelming majority, 
resolved to take up this subject. 

A new tax bill, or revenue bill, as it is called, 
has been passed by the House. It imposes a 
tax of twenty per cent. on many articles which 
are now free from duty. 

A bil], appropriating a large amount of money 
for fortifications, has been passed by the House. 
When the treasury was overflowing with what 
was called “the eurplus revenue,” Mr. Benton 
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of the Senate, proposed that it should be applied 
to putting the country into a state of defence. 
He was not properly supported by the members 
of either party, and now, it seems, it is necessary 
to involve the nation in debt, in order to accomp- 
lish this object. 

THE FISCAL BANK. 


Tn the Senate, the details of Mr. Clay’s plan of 
a Fiscal Bank, have occasioned much diseussion ; 
and in the House, the Committee on Currency, of 
which Mr. Sergeant is Chairman, has reported a 
new bill. 

_ As we did not consider it necessary to give the 
minor details of the schemes of Messrs. Clay and 
Ewing, we shall not, of course, be at the pains of 
specifying those of Mr. Sergeant. 

The objections we have urged are such as ap- 

ly to any paper money incorporation which may 
be established by Covgress, with the professed 
object of managing the fiscal concerns of the 
Union, or regulating currency and exchanges. 

By the consideration of details, the atten- 
tion of the people is diverted from the funda- 
smental objections to al] such systems. 

We hope this important point will not be lost 
sight of, when the subject comes to be discussed 
in the House of Representatives. 

Mr. Clay’s bill was, on the 27th of July, after 
a session of seven hours, ordered to be engrossed 
for a third reading by the following vote :— 

Vien’ idacard Berea Bates, Bayard, Berrien, 
Choate, Clay, of Kentucky, Dixon, Evans, Gra- 
ham, Huntington, Kerr, Mangum, Merrick, Miller, 
Morehead, Phelps, Porter, Prentiss, Preston, Sim- 
mons, Smith, of Indiana, Southard, Tallmadge, 
White, Woodbridge—25. 

Nays—Messrs. Allen, Archer, Benton, Buch- 
anan, Calhoun, Clay, of Alabama, Cuthbert, Fulton, 
King, Linn, Mc Roberts, Mouton, Nicholson, 
Pierce, Rives, Sevier, Smith, of Connecticut, 
Sturgeon, Tappan, Walker, Williams, Woodbury, 
Wright, Young—24. 

Messrs. Clayton and Henderson were absent.— 
Thus this important bill, if it should become a 
law, will become so by a minority vote. The re- 
presentation from Tenn. is not full, and two mem- 
bers from other States, did not, as we have seen, 
vote on the test question. 

Before this vote was taken, Mr. Clay offered an 
amendment, allowing ostensibly to the States the 
right to object to the establishment of branches 
within their limits: but providing that if the Legis- 
lature of any State should not, at its next meet- 
ing, object to the establishment of branches, it 
should not have such right at any subsequent 
meetings. This amendment was adopted. 

It amounts to nothing. A right which a State 
possesses, cannot become null, through the mere 
failure of its General Assembly to neglect for one 
year the exercise of that right. 

On the 28th of July, Mr. Benton moved the in- 
definite postponement of the bill. The vote was 
21 for the motion, 28 against it. 

The question then came up on the final passage 
of the bill. Mr. Henderson rose and said he had 
absented himself on the day previous, because he 
could not give his support to Mr. Clay’s last 
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amendment; but without giving any reason why, 
he should vote for the bill as it now 

Theayes were 26, the noes were 23. The 
vote was the same as on the question of engross- 
ment, except that Mr. Henderson on this occasion 
added his name to the list of those in the affirma- 
tive; and of those whohad voted in the negative, 
Mr. Cuthbert, of Georgia, was absent. 

Mr. Clayton, of Delaware, was not present 
when either vote was taken, and Tenn, has in 
this Con but one Senator. As the Senate 
when full consists of fifty-two members, it cannot 
be said the bill passed that body by a majority 
vote. 

The bill was then sent to the House, where it 
was read twice on the same day. 


INCIDENTS. 


A correspondent of the Public Ledger “ under- 
stands that the Schuylkill Navigation Company 
have been, for some weeks past, endeavouring to 
obtain an extension of time from the Girard Trust 
upon 280,000 dollars of the loan now becoming 
due, in order that they (the Schuylkill Navigation 
Company) might use the funds in making a divi- 
dend.” The Ledger’s correspondent protests 
against this. ‘“ The City and Girard Trust have” 
he says “already suffered loss by the depreciation 
of the stock held in this company, upwards of 
$300,000, and that I think is sufficient.” 

Bicknell’s Reporter, uses very severe language 
towards the Commercial Bank of this city. “As 
evidence of the manner in which it does its busi- 
ness, we may state that while it refuses to ——— 
drafts on itself in any other than current funds, 
it constantly compels those with whom it has 
business to accept in blank, or in other words, 
subject to a demand in specie. Thus it exacts 
more than it is willing to extend.” 

The same bank has received a rebuke in the 
Public Ledger. One thousand dollars were ab- 
stracted from the pocket of its runner, Mr. Jus- 
tus, while he was passing from one banking house 
to another. ‘The Directors resolved that he must 
pay an equal amount into bank, or resign his situa- 
tion. 

“ If this decision is correct,” says the Ledger, 
“then with the same and even greater propriety, 
should the higher officers of our banks be held 
liable for the losses they incur. If the directors 
of a bank, through negligence, favouritism, or 
crime, invest the money without taking adequate 
security for its repayment, let them be held re- 
sponsible, and forced to make full restitution of 
the loss. So, if a president, cashier, or clerk, 
miscount, receive bad money, or abstract funds on 
depreciated security, let him be compelled to 
make full payment to cover up all losses.” 

New York.—On the evening of July 25th, a 
meeting of persons friendly to Mr. Clay’s Bank 
Bill, was held at New York. The Courier says 
ten thousand persons were present. The Journal 
of Commerce, three or four thousand. 

On the evening of the 29th, a meeting of the 
opposite kind was held in the Park. The num- 
ber, computed by the Journal of Commerce, at 
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seven thousand. This meeting passed resolutions 
of a very spirited character, protesting against all 
the measures known as the “the Loan, te Bank, 
the Revenue, and the Distribution Bills.” 

- Ohio.—The Ohio Patriot complains “ that the 
Chillicothe Bank, taking advantage of the neces- 
sities of the commonwealth, has suspended 8 

io 


cie payments and palmed upon the State of 
$581,000 in post notes, charging six per cent. 


interest, and requiring eastern funds (‘hich at — 


Columbus command a premium ofeight per cent., 
in payment of the loan. Here isa specimen o 
the advantages which a bank affords to the peo- 
plée—and of its generous accommodations ¢o the 
tune of 14 per cent!!!” 
_ We fear that the editor of the Ohio Patriot is 
something of “a grumbletonian.” If he and his 
neighbours lose by this movement, the bank gains: 
that ought to be a consolation to_him and all 
other good Christians. 





THE FOREIGN NEWS. ‘ 


_ The Great Western steamship has arrived with 
London and Liverpool dates to the 14th of July. 
_ The plenipotentiaries of Austria, France, Great 
Britain, Prussia, Russia, and Turkey, have signed 
a convention, which finally settles the Egyptian 
question, and thus gives, it is said, “ additional 
security for that state of peace which every Eu- 
ropean power is so deeply interested in preserving.” 
French arms and French policy appear to make 
but slow progress in Algiers. 
_ At Toulouse, France, there have been riots and 
and some persons wounded, but none 


_ The disordered state of money concerns in 

_America, is mentioned as one reason why certain 
‘branches of trade were very dull at a late fair, at 

Leipsic, Germany. : 

_ It is reported that the banking house in Paris, 
_ of Pierre, Hugues, Verninac & Co. has e in- 
solvent: and that the banking house of Steiner, at 

. has proved adefaulter. Their connections 
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Some commercial failures had occurred, and 
rumors were afloat of others, The effect was a 
depression in the stock market. The latest quo- 
tations of Consols are 894 to five-eighths. 

Our own stocks are quoted as follows under date 
of London, July 13th.:— 


Alabama, 5 per cent., 1863, 65 
Kentucky, 6 per cent., 1868, 80 
Maryland, 5 per cent. sterling, 1989, 72 a 73 
New York, 5 per cent., 1858 &c., 

Ohio, 6 per cent., 1856 &c., 86 
Pennsylvania, 5 per cent., | 70 
Tenessee, 6 per cent., 1868, 79 
United States Bank shares, £3 15s. 


It is not stated whether sales were actually ef- 
fected at these prices, or whether the quotations 
were merely nominal. 

The receipt by the Great Western, of means to 
pay the half-year’s interest on Illinois stock, due 
on the Ist of July; and the promise that means to 
pay the dividends on the Indiana bonds,’ would be 
forwarded, gave, as may be supposed, great satis- 
faction to those interested in these securities. 

At Liverpool, in the week ending with July 4, 
the cotton market opened with a good trade de- 
mand, and on Monday there was an advance of 
one-eighth d. per pound in the current qualities 
of American cotton. Inthe last three days of the 
week, the price receded to its old rate. The sales 
on the 12th of July, were about 3,000 bags, of 
which 2370 were American, at 54d. a 7}. 

Within a few years three paper money banks 
have been established in the island of Jamaica.— 
Knowing this, we are not surprised to learn, that 
‘“‘veneral credit, was never, perhaps, at so complete 
an ebb as it isat present in Jamaica. The list of 
insolvencies, during the last twelve or eighteen 
months, and still being added to, will perhaps bear 
comparison with that of no other community in 
the empire.” 

The people of Havanna, having no paper money 
banks, contrive to gratify their love of gambling 
by adventuring extensively in lotteries. 

In various provinces of Mexico, and South 


_ with some London house, are said to have produced 
this result. 

oF - It is said that a great many men of liberal sen- 
| —-_ timents took no part in the late contest in England 
| ~——s&for members of Parliament, because they had no 
| confidence in either Whigs or Tories. The latter 


America, revolutions are either in progress or in 

ospect. We have no great confidence in Span- 
ish American republicanism. Where it prevails, 
every interesting question that arises seems to lead 
to revolution and bloodshed. 




















ained the day, because they expended the most 
n . In London, it is said, from £25 to £50 
__were given for a vote ; and in the little borough of When we, in our last, expressed our acknowl- 
ewes, £80, £90, and even £100. Ifreportisto edgments to many members of Con for the 
2 believed, the votersof Norwich were sounrea- aid they have rendered us, in diffusing a knowl- 
as to ask one thousand poundsa piece, but edge of our plan, we ought to have included in 
‘ neither Whig nor Tory would pay this, and the the “vote of thanks” other gentlemen in Wash- 
| candidates compromised the matter among them- ington. We have now to acknowledge ourselves 
, _ selves, by returning one of each party. ‘The pa- under additional obligations to members of both 
per money banks of England must be very useful the Senate and the House; and also to gentle- 
n « ion times. men in Natchez and Vicksburg, Miss.; St. Louis, 
Tories will have, it is said, a majority ot Miss.; Ross and Wooster, Ohio; Cassville and 
fifty in the House of Commons. Warrenton, Georgia; Petersburg, Virginia; Bur- 
_ Owing in part to the elections, trade was dull lington, N. J.; Bridgeport, Conn.; and various 
in the manufacturing districts. other places. Several lists of subscribers that we 

In the British revenue from customs, there has _ have heard of, have not yet come to hand. 
_been a falling off in the last year, of between four N. B. We can complete the files of any num- 

? and five million dollars. BER of new subscribers. 
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44 PRICES OF BANK NOTES AND SPECIE. 


Saturday, July 31st, 1841. 









BANKS OF (AT NEWYORK) PHILAD'A. 
OUD: cx ceka acne cc cucdtesesnt a # dis. —a pr. 
New Hampshire..........+-..+) a—dis. — @a pr. 
OIE E cd evan ddle She vedee 0's | a—dis. — a2 pr. 
Massachusetts .....s00+-e0eee ici — a % pr. 
Rhode Island.........e.ses00+5 a — dis. —aW 
COMNecticnt «os ors veeccnscvcccs t a } dis. — a2 pr. 
New York City ......+...+...., Standard. |3 a — pr. 
New York State eee eee ee weer & } a—dis. 3 @— pr. 
East Oe eee a— dis. Par 
West Jersey Eaedess 8644 9o sins eRe AE eee Par a 1 dis. 
Philadelphia .......+.+.0+++++- 3} a— dis. Standard. 
Pennsylvania, East............ 3} & 5 a—dis.| Par a1 dis. 
~ Wheat .ccdevccves & 5 a—dis. Par. 
I oo ee ae og ahh 3 a— dis. Par. 
Baltimore....c.sceeeeeseeeeees B a — dis, Par. 
Maryland .....cesssecessavsces O a— dis. Par a) dis. 
District of Columbia .......... 5 a—dis. dis, 
Wire Rie vise sc cosbediuesscnace 4 a4} dis. a2 dis. 
& West seeensovesessseei— &@— dis. 7 dis. 
WOStR CATOUAG nc cccrececcesvee 4} a—dis. 2 dis. 
Bouthy Caroling 25. ccwveccccce 2 & 34 a—dis. 1 pr. @ par. 
Georgia. ....ccceccccesverssees 10 a —dis, 10 a 40 dis. 
Alabama ste eereeeeeresceeeces 1D a—dis. 8a — dis. 
Pas cbots cane cebiacen be o 8 a— dis. —ad4 dis. 
Mississippi... .....s.eesseeees — a— dis. 20 a dis. 
Tennessee teen ee teeeeeeeeeees = ad — dis. 8 a — dis. 
TORN aad sneS dese cd + 0.0° — a9} dis, 6 a — dis. 
Missouri «+. -0..se0r0eeee seers! 5 dis. 
Illinois PPP ree eee eee 10} a — dis, Ba — dis. 
EMGIM DR oo sc vcvccccccasevscess| 96-4 10 dis. 7a —dis 
GORGE yocccse eee ene teen eewee 8 a 10 dis. 4 a 8 dis. 
BEIM BER cde vss awnpcacisens see — a— dis. 10 @ 18 dis. 
American Gold, (new coinage).| Para—p. | 3a — 
BOVOPEMUG. 6. ve cece cevsceccees 4.84 a-_ 4.95 a5 
Heavy Guineas eee ewae eeeeeees 5.00 a 5.05 _—_—a— 
Spanish Doubloons--+-........| 16.00 a 16.25 |16.30 a 16.40 
Patriot Doubloons.....-....... 15.70 a4 1575 (15.90 a 16.00 
nga Uo eS ae -| 3 @— pr. 4a — pr. 
Mexican Dollars ...seceeeeeees } a pr. 3 a — pr. 
Five Franc Pieces........ -+«++/94 a 94} cents) 95 a 96 
Half Dollars .......+++0.ee +»| Par a— pr. | 2} a — pr. 
BILLS OF EXCHANGE ON 
London ere eee eee wee ee eet eee 73 a St pr. 11 @ 11} pr. 
De ribent 6s Cate re iklautet easel 5.28} a 5.27}5.15 a 5.12} 
rere 3°} a 399 4la > 
Hamburg “eee teen re 354 a 35p 37 a — 
BrOMeM «coe sasvccencscccces oe 763 a 77 794 a 793 
Mecsscvccescvsovescoeeses| Paratpr. | 3} a3} pr. 
New York .cvescccsscovsuccscs ; a 3} pr. 
Philadelphia «..+.+0++eeseeeeee| 3 a@ BB dis. 
Baltimore. ...-eeesccecsecevss| Qa BW dis, $a pr. 
Richmond. ......0ccscesseesess| 3$@ 33 dis.| jal dis. 
North Carolina. ..+.......6 es+| Ba 4 dis. 
Charleston ee ee aha 1 dis. —al =e 
SEVERE. <6 eer ovh ae crusce ta 3 a 3 dis. —al 1s. 
AUQUSEA ccc eecsceeeeneeeeeeeee| 6 @I5 dis. 
GIR DOS. <5 6 es chedeodeneatatnn 12 als dis. 
MACON, 2. ccccvessccsssscsetecs{ hd G15 dis 
BROMIG sat Sd node 0046 ssceseves| SF a@ Ob dis.) 7} @ 8 dis. 
New Orleans.....-..ceeeeeeee-| Sta 5p dis.| 4 a 4} dis 
Natches..occeycccccccces Uveves 25 230 dis. |25 a — dis 
Nashville .......00.0005 galed et 12 a ~— dis.| 8 a — dis 
OE, TOUR Ts cad he canes Colssccucas Sia 9 dis 
Louisville ....... bald bes ote dn 7 a 7hdis.| 5a6 dis 
CiNCiNMALL cee eescceeees reseee| Bh@ Bhdis.|— a6 dis 
Michigan ....-cccccssevsrecece| 9 @10 dis. 


PRICES OF PRODUCE. 


Cotton, New Orleans, per |b....| ®} @ 12} 11 al4 
o O ccadeccaeséecesune & a 12} 10, a 14 
Upland....... fo Viveons + a 10} 9h a 13 
Flour, Western Canal, per bbl.) 5.87} a 6.00 
Philadelphia........ s+e-| 5.376 0550 | 5254 5.62} 
Rye Flour. ....0.6..206.) —— _ 3. — @ 3.12} 
Indian Meal ee ee ee ee | eee a 3.50 3.00 a 3.25 
Grain—Whieat, per bush....... 1.20 21.30 | 1.104 1.35 
Rye Pete eee seereeseses 63 a 634 55 a 63 
SER ste tannteoasvasoae! GO =a. 70 62 a 64 
DOSE sBeis cancer sesecs|. 35 @ 44 39 a 41 
fron, Amer., Pig, No. 1, per ton, 30.00 a 324 | — a 32.00 
Bar rolled.......-|}85.00 @ 87.50) 75.00 a 82.50 
Lead, Pig, per Ib......-.+-se00. 4a— 44a 4} 
Tobacco, Richmond, per Ib..... 4a8s 5 a l0 
North Carolina ...... Sha 6 
Kentucky....--«++++. 44.4210 3 a 10 
Wool, American, Merino, perlb.| 42 @ 45 38 a 40 
Common ..... 25 a 30 25 a 30 
Whiskey, Rye, per gal........ -| 2 @ 233 22 a 24 
Provisions, Mess Beef, per bbl... 9.50 @ 10.00) 10.00 a 10.25 
Pork, per bbl. 10 37} @ 11.08) 10.00 a 10.50 
~ Hams, per Jb...... - 5 as 53 a 10 
Lard, per Jb........ Gia 8 6 a8 
Cheese, per lb...... | Sha 6 | 7a— 
Bice, per tb..-...... 33a 33 Sha 4 
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BANK NOTES. 


Our authorities are the same as in our last; namely, the 
New York and Philadelphia Commercial Lists. The give 
= eee of only the principal banks in the more distant 


To the second number of this Journal, the reader is re- 
ferred for the names of a number of banks in different 
States, the notes of which are at a greater or less discount 
than given in the table. In the prices of these, there has 
been no great variation since our last. 

At Philadelphia, U.S. Bank notes have fallen one per 
cent. additional, or to 19 dis. 

Notes of the Franklin Bank of New Jersey (a bank 
which broke fifteen years ago) have recently been put ia 
circulation in this city and its neighbourhood. 


SPECIE. 
We have left American gold of the old coinage out of the 
table, because very little makes its appearance in either 


.New York or Philadelphia. But as some stray pieces are 


still to be found in different parts of the country, it is 

per to state that it is worth about 6 per cent. more n 
gold of the new coin Thus, an old-fashioned eagle is 
worth $10 60 in New York currency, and $10 90 in Phila 


delphia. 
RATES OF EXCHANGE. 


The quotations of foreign exchange are for bills payable 
sixty days after sight. Those for domestic, for bills paya- 
ble at sight. 

The true par of exchange with England is 9 M a cent. 
above the nominal par. The par of exchange with France 
is 5 francs 26 centimes for adollar. With Holland, 40 cents 
a guilder. With Hamburg, 35 cents a mark banco. With 
Bremen, 80 cents a rix dollar. 

By inspection of the table, it will be found that at New 
York foreign exchanges are decidedly in favor of this coun- 
try; and at Philadelphia also, if due allowance be made for 
the depreciation of Philadelphia currency. 


THE STATE OF TRADE. 

Trade is dull. A Market-street man has told us that it ig 
dead. If it is, it will revive again. Society has been un- 
hinged by paper money banking; but a peuple like ours will 
be swinging to and fro, even though they have no fixed 
pivot as a point d’appui. Such of our business men as re- 
main in town, are making preparations for extensive busi- 
ness in the fall. 

They have encouragement so to do, in the increase which 
has just been announced in the tolls of the Pennsylvania 
canals. From Nov. Ist to June 22d, 1839-40, they amounted 
to 685,469; in the same period of 1840-41, to $708,871. In- 
crease this year, $23,408. And this notwithstanding the 
Delaware division, owing to its being out of repair, has 
yielded nothing. If this had been in order, the increase 
would have been at least $70,000. Thisshows that the peo- 
ple of the interior have not relaxed their industry; and 
where there is industry there must be trade; althongh that 
trade, with a currency of uncertain value, must necessarily 
be subject to much embarrassment. 


THE MONEY MARKET. 

In this there has been no material change since our Jast. 
The Philadelphia banks have paid one-half of what 
owed to the eastern banks. , They profess to discount a 
good business paper, but the brokers quote “ fair paper (out 
of doors) at 7 to 9 per cent. per annum,” 


THE STOCK MARKET. 
Stocks are still dull. ‘‘ Some thirty brokers” says a Phila- 


_delphia contemporary, under date of July 29th—‘* some 





: 


thirty brokers—hale, hearty, able-bodied, and some of them 
good-looking men—oecupied a seat at the board for upwards 
of an hour, and when they arose, they found that they had 
accomplished the arduous task of selling tcenty-four shares 
of stock!" 

To this our contemporary should have added, $100 of Le- 
high six per cent. loan, which brought 613. The total 
amount of transactions was, one thousand dollars, and 
thirty-six dollars, and seventy five cents, 

United States script, to the amount of ten thousand dol- 
lars (part of our new National Debt) bearing an interest of 
five per cent., was received from Washington on Tuesday 
(July 27th), with orders to selJ. It was accordingly offered 
at 103}, and there appearing to be no bidders, “ we tee 
sume,” says the Ledger, “to keep up appearances, and for 
effect out of doors, the same individual immediately offered 
to give 103 for the same amount. This he might with per- 
fect safety do, knowing that no other person present had a 
share to dispose of. It was on Thursday again offered with 
very similar results. Not a share was sold, however, and 
but 100 in currency offered, which, as the loan is a specie 
one, is equivalent to but 963.” 

At the New York stock board on the 28th of July, $100,000 
of New York and Erie Rail-Road six per cent. stock, were 
bid off at par. “ As the stock is selling in the market at £0 
a 1, the probability is that the sale was one of the repre- 


| hensible shams so often practised by auctioneers,” 
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OF THE AMERICAN BANKING SYSTEM. ; 45 


If the labor of a man, for a day, or for 
a year, produces more than is necessary for 
his immediate support, he can, by exchang- 
ing the surplus product for gold or silver, 
secure the means of supplying his wants in 
future days or years. ‘Time will not corrupt 
his treasure or lessenits value. If he should 
not require it all for his personal wants, he 
ane at the end of fifty years, endow his 
children with a portion. 

The use of money renders it unnecessary 
for families to keep on hand a large stock of 
provisions and other necessaries, and thus 
saves them from the risk of loss from pro- 
visions’ spoiling, and from various accidents. 
Having money, they may procure whatever 
else they want, in just such proportions, and 
at just such times, as they want. 

f business or duty calls a man to a distant 
country, he finds in money the means of pro- 
curing comforts similar to those he enjoys at 
home. ‘The instrument by which he pro- 
cures all these advantages, is light of carriage, 
and is unaffected by any climate into which 
he may travel. 

As the value of silver has undergone hard- 
ly any variation in the last two centuries, and 
oe ., will not undergo any great variation 

1 a hundred years to come, a man may, in 
solid money countries, enter into a contract 
to pay a sum of money, ten, twenty, or thirty 
years hence, and rest assured that more 
wealth will not be exacted from him than he 
intends to give. In such countries, contracts 
ean be complied with in equity. 

As the standard of value in most countries 
is the same, the coins differing only in weight, 
purity, stamp, and denomination, the value 
of different articles in different countries at 
the same time, can be ascertained with suffi- 
cient accuracy for each country to determine 
what articles it is expedient to export and 
what to import. 

Without money, the division of labor 
could never be carried to any great extent, 
and the wealth of society would be small. 
Money, by promoting commerce, advances 
civilization. 

All these advantages are procured at a 
small cost, for the product of the labor of a 
commercial nation, for a few weeks, will 
procure it enough of metallic medium for all 
the purposes of domestic trade, and this 
medium will not require renewal for centuries. 

If the sovereign power refrains from un- 
necessary alterations in the coinage, com- 
merce is, in countries where metallic money 
is exclusively used, liable to derangement 
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from none but great natural or political 
causes. If the supply of gold and silver from 
the mines is greatly increased, it does not 
produce a great rise of local price, for the 
metals diffuse themselves over the whole com- 
mercial world. If any country gets a large 
portion of these metals, manufactures absorb 
a part, and the increase of money is only 
in proportion to the increase of trade. If the 
supply from the mines is diminished, manu- 
factures absorb less. 

To the state of trade in different countries, 
the supply of gold and silver money natu- 
rally adapts itself, and also to the ‘state of 
trade in each county and each town; and to 
the condition of each individual. If any 
country, any county, any town, or any in- 
dividual wants money, it is for the same rea- 
son that that country, that county, that town, 
or that individual, wants corn, cloth, coaches, 
or other commodities. 

If the laws regulating trade introduce a 
new state of things, the stock of gold and 
silver soon conforms to the new relations of 
supply and demand. 

No prohibitions can prevent money’s de- 
parting from those countries where its amount 
is beyond what their trade and industry re- 
quire. No country can be deprived of its 
just proportion of the precious metals, ex- 
cept by the use of paper, or by such causes 
as ruin the commerce and industry of a na- 
tion. No obstaele, except spurious money, 
can prevent the precious metals from flow- 
ing into countries where wealth is increasing. 

No instance is on record of a nation’s hav- 
ing arrived at great wealth without the use 
of gold and silver money. Nor is there, on 
the other hand, any instance of a nation’s en- 
deavouring to supplant this nafural money, 
hy the use of paper money, without involv- 
ing itself in distress and embarrassment. 





CHAPTER It. 


Of Barter, Ledger Entries, Bills of Ex- 
change, and Promissory Notes. 


Ir is not necessary for carrying on busi- 
ness honestly to introduce gold or silver mo- 
ney into every transaction. After we have 
measured ascantling by a foot rule, we may 
use that scantling to measure another, and 
that again to measure a third. We can, after 
having measured several scantlings in this 
way, make a tolerably correct estimate of the 


Original from 





46 


length of others by the eye. In like manner, 
after the value of given quantities of corn, 
cloth, and other commodities, has been as- 
certained by exchanging them for gold or sil- 
ver, the value of pe parcels of the same 
commodities may be determined without the 
intervention of coin. In commercial coun- 
tries in which there is no paper money, little 
trade is carried on by direct barter, not be- 
cause it is difficult to make a correct barter 
estimate, but because purchases and sales can 
be better regulated in regard to time and 
quantity by other modes of business. 

Hence the practice of ledger entries, or run- 
ning accounts. ‘The amount of transactions 
between two traders may be very great, and 
yet if in all their dealings they have strict 
reference to the specie price of goods, the 
commerce may throughout be an interchange 
of equivalents, though not an ounce of gold 
or of silver may have passed from one mer- 
chant to the other. 

By promissory notes, the use of real mo- 
ney is deferred, and in some cases superseded. 
If A gives a promissory note to B, and B 
gives it to C, in exchange for goods, and C 
passes it to D, the use of money is in two 
cases superseded, and in one deferred. 

Bills of exchange have, in some respects, 
a Similar effect. A merchant at Paris send- 


ing goods to ‘Alsace, and wishing money for 
them, might be forced to wait till the goods 
could be sold, and the money brought from 
Alsace, if he could not dispose of a bill of 


exchange. In like manner, a manufacturer 
in Alsace, sending goods to the capital, might 
be forced to wait for payment till the money 
could be brought from Paris. Here would 
be two sums of money passing in opposite 
directions. Supposing the whole trade of 
France carried on in this way, the amount of 
money continually on the road would be equal 
to the whole amount of goods on passage.— 
The amount of money to be annually trans- 
ferred from one country to another would be 
equal to the whole amount of trade between 
different countries, except when the business 
of importing and exporting was carried on by 
the same merchant. By the use of bills of 
exchange, the merchant receives the money 
for which the manufacturer’s goods were sold 
at Paris, and the manufacturer receives the 
money for which the merchant’s goods were 
sold in Alsace. In this way, it becomes ne- 
cessary to transfer from one part of a country 
to another, or from one country to another, 
such sums only as are equivalent to the bal- 
ances of trade. 
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AN INQUIRY INTO THE PRINCIPLES 


Bills of exchange, where the practice is to 
pass them from hand to hand, serve as a local 
commercial medium. ‘They are used as such 
to a great extent in England. were, 
and perhaps are still, the chief i in 
wholesale transactions, in the county of Lan- 
eashire, which has within its bounds the cities 
of Liverpool and Manchester, and other 
towns. 

Each of these kinds of medium has its 
specific uses ; and each is, as an avviliary of 
gold and silver money, productive of great 


‘benefit. A clear view of their operations is 


necessary ; for the distinction between the 
representatives of private credit, and of bank 
credit, is as important as the distinction be- 
tween genuine money and spurious. 

Promissory notes, and bills of ie 
agree with money in being amedium by 
valuables are circulated. They differ from it 
in being evidences of debt owing by one 
man to another—which money is not, 

In a far more important particular do they 
differ from money. ‘They are mere commer- 
cial medium. ‘They are neither standards 
nor measures of value. The amounts ex- 
pressed in them are the estimations made of 
goods, by reference to the article which law 
or custom has made the standard of value.— 
They may be conveniently distinguished as 
commercial medium, restricting the term ctr- 
culating medium to money. 

An increase of these kinds of commercial 
medium may have the same effect on prices 
as an increase of money. Where the spirit 
of speculation is excited, men, after having 
exhausted their cash means, strain their 
credit. Cash and credit are then competitors 
in the market, and raise prices on one ano- 
ther. In the year 1825, a year of great 
speculation, the amount of bills of re 
negotiated in England, was, according to 
returns to parliament, six hundred millions 
sterling. Supposing one-eighth of these in 
circulation at the same time, this branch of 
the commercial medium of England amounted 
in that year to seventy-five million pounds. 

But the rise of prices produced by these 
occasional multiplications of the representa- 
tives of private credit, is always temporary. 
At the end of a given period the balance of 
the running account is demanded, and pay- 
ment of the promissory notes, and of the 
bills of exchange, is required in money. If 
they are paid, their effect on prices ceases. 
The result is the same, if they are dishonored. 
In 1826, the amount of bills of exchange 
negotiated in England, was four hundred 
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millions. Supposing one-eighth part in cir- 
culation at one time, this branch of the com- 
mercial medium of England amounted in this 
year to fifty millions, and was one-third less 
than in the year preceding. 

In countries where tle money is of a 
sound character, and the state of credit is 
sound also, ledger entries, bills of exchange, 
and promissory notes, serve rather to keep 
prices on a level, than to cause them to fluc- 
tuate. In some seasons of the year, as when 
crops are brought to market, or cargoes ar- 
rive from foreign ports, there is naturally 
more trade than in other seasons. By the 
use of private credit, payments are divided 
among the different months more advanta- 
— usly than would otherwise be practica- 

e. 


Thus, in whatever way trade is carried on, 
whether by barter, running accounts, promis- 
sory notes, bills of exchange, or money, 
one principle of valuation is adhered to in 
countries having a sound money system.— 
The cash sales regulate the credit sales, and 
the cash prices regulate the credit prices. 

If the money of a country is paper, whe- 
ther issued by the government or by a cor- 


poration, the expressions of value in the 


running accounts, promissory notes, and bills 
of exchange, are according to the new stand- 
ards and measures of value. 

Into the nature of these we shall inquire 
in other chapters. | 


CHAPTER IV. 
Of Banks of Discount. 







4... us suppose that all the-banks in the 


were destroyed, and that our circu- 
ng medium consisted exclusively of gold 
‘silver coin. In such a state of affairs, 
ry merchant would keep about his person, 


or in his-house, his whole stock of money. 


_ Let us next suppose an Office of Deposit, 
established in any one of our large towns. 
the sake of security against fire and rob- 





C bers, the wealthy would here deposit whatever 


yey they did not require for immediate 


use . All the money employed in the whole- 
sale trade would thus become the deposit of 


the bank. It might be drawn out a few 


_ times, but as every large dealer would keep 


an account at the bank, the absurdity would 
soon become evident, of drawing out the 
by one man, that it might be depos- 


OF THE AMERICAN BANKING SYSTEM. 





ited in the same place by his neighbor. ‘The 
amount would, therefore, be transferred from 
the credit of one merchant to that of another, 
and the bank would become an Office o 
Transfer as well as of Deposit. The only 
money that would circulate, would be that 
employed in retail trade. All wholesale 
transactions would be adjusted by checks on 
the bank, and transfers on its books. 

The bank having issued no paper, the only 
demand on it would be for specie to send 
abroad. ‘This demand would be limited, for 
every merchant would make ita rule to retain 
enough money in bank for his domestic trade. 
It would be only as the trade of the town 
fluctuated, that the amount of money in the 
vaults of the bank would fluctuate. We 
may suppose that it rose as high, sometimes, 
as six millions, and sunk as low, sometimes, 
as four millions. Ina little time, the bank 
would discover the lowest amount to which 
its permanent deposits would be liable to be 
reduced: and it might lend nearly the whole 
of this amount without much risk of diseo- 
very. The money might, indeed, be sent 
abroad by him to whom it was lent, but he 
by whom it had been deposited would still 
have a credit at the bank, and as all the 
wholesale transactions of the town would be 
carried on by checks on the bank, his credit 
on the books of that institution would serve 
him the same purposes as money. Retain- 
ing the sum of five hundred thousand dollars 
to meet contingencies, the bank might safely 
grant discounts to the amount of three mil- 
lions five hundred thousand, and thus realize 
a profit of more than two hundred thousand 
dollars per annum, without lending a cent of 
its own capital, and without issuing any pa- 

er. 

: It is worthy of note, that the Bank of Am- 
sterdam acted on this principle. Millions of 
money, which the merchants had deposited 
in its vaults, and for the safe-keeping of 
which, and the transferring of which from 
one account to another, they paid a premium, 
were lent by the Bank to the India Company, 
and to the provinces of Holland and West 
Friesland. The fact was long kept secret; 
but was discovered when the French entered 
Amsterdam in 1794. 

What was regarded as a shameful breach 
of confidence in the Bank of Amsterdam, is, 
with our American banks, an avowed princi- 
ple of action. They all lend the money de- 
posited with them for safe-keeping, and it is 
in this way that the banks in the large cities 
make a great part of their profits. All the 
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money required for wholesale transactions is 
their permanent deposit. It may go outone 
day, but it returns the next; and it may be 
transferred from one bank to another, but it 
is never long out of some of the banks; and 
for the same sum of money there are fre- 
quently two credits—one in favor of him by 
whom the money has been deposited, and 
another in favor of him to whom it has been 
lent. 

These bank credits have a very different 
effect from the ledger entries of private 
traders. Whoever sells on trust puts on his 
goods an additional price, equivalent to the 
interest for the time for which payment is de- 
ferred. Sellers may persuade purchasers to 
the contrary, and, in some cases, capital may 
be so plentiful that the amount of interest on 
a small sum, for a short period, may be 
scarcely appreciable. In other cases, the in- 
crease of price is greater than the amount 
of interest; as with fashionable tailors and 
shoemakers, who are forced to charge insur- 
ance on each item, and make the honest pay 
for themselves and the dishonestalso. Their 
business would not otherwise yield the com- 
mon profits of stock and the common wages 
of labor. 

But bank credits are equal to cash. The 
bank check goes as far as bank notes, for 
bank notes can be obtained for it on demand. 

Increase of bank credits has the same ef- 
fect on prices as increase of bank notes.— 
He who has deposited money in the bank, 
and he to whom it has been loaned, appear 
as competitors in the market, and raise prices 
by bidding against one another. It is the 
same sum of money with which they are 
contending, and the seller of goods can get it 
from one only. But there are two credits for 
this money in the bank, and the credit is 
equivalent to cash, both to him who has de- 
posited the money, and him to whom it has 
been lent. 

Our American banks of discount must be 
distinguished from oan Offices, or institu- 
tions which lend no more than the amount 
of their own capital. As some express it, 
the business of the American banks is “to 
lend credit.” * 

These banks must also be distinguished 
from the Bank of Amsterdam, as it once was, 
and the Bank of Hamburg, as it now is.— 
Into those cities there was a great influx of 
foreign coin, of various denominations, much 
of which was clipped or worn. ‘To save the 
trouble of ascertaining the exact value of each 
parcel, by sorting it on every transaction, it 
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was deposited in bank, and credit granted to 
each merchant for the amount he deposited, 
according to mint valuation, a small sam be- 
ing deducted for warehouse rent, and asmall 
fee charged on each transfer. ‘These banks 
were mere offices of deposit and transfer— 
not of discount. They were very different 
from our American banks. 


CHAPTER V. 
Of Banks of Circulation. 


Our American banks are not contented 
with the profits derived from lending the mo- 
ney of depositors to other people. 

As soon as the first instalment of the eapi- 
tal is paid in, the bank commences i 
notes. ‘To those who come to borrow, it 
lends paper or coin. The paper being ex- 
changable for coin, serves, at least at the 
place where it is issued, the same purposes 
as coin. 

Every man desires money, because he can 
therewith procure whatever else he desires. 
If paper can procure for him the object of his 
desire as readily as gold and silver, paper is 
as desirable to him as gold and silver. The 
bank, therefore, finds borrowers for all the 
coin it has to lend, and all the paper itdeems 
itsafe to issue. This addition of notes tothe 
amount of metallic money previously incir- 
culation, raises first the price of some ar- 
ticles and then of others. The borrower 
from the bank having more money, either 
paper or coin, at command, can offer an 
additional price for the object of his desire, 
or perhaps procure some desirable obj 
that was before unattainable. He from 
whom the borrower has bought, ha 
made a speedier sale, or perhaps recei 
a higher price than wit otherwise have 


been possible—he also has it in his power 
to obtain some object of desire that was not 
before within his reach. A third, a fourth, 
a fifth, a sixth, each in his turn, derives a 
like advantage from this increase of cireu- 


lating medium. ‘he rise of prices is con- 
fined for a time to store goods, but it at 
length reaches real estate, and finally the 
wages of labor. Industry is stimulated, and 
enterprise encouraged. Speculation is ex- 
cited, private credit is strained, and the re- 
presentatives of private credit are multiplied. 
AEvery body is active, and all branches of 
business appear to be prosperous. 
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: TO THE NEWS-VENDERS. 


GENTLEMEN,— 

We think it proper to apprise you that if 
*'The Journal of Banking” does not “ take,” as it 
“ought to take,” in any town or city in which 
you have established yourselves, we shall lay the 
fault entirely on you. 

In this city, we have not taken an office in the 
business part of the town, but are trusting entirely 
to Messrs. Zieber and Colon, “ to push” the Jour- 
nal in Philadelphia and its neighbourhood. We 
repose the same trust in the news-venders in other 


Tell us not that there are no persons in your 
town or its vicinity, who want the Journal of 
Banking. It canxor be. In some comparatively 
small villages, we have now more readers than in 
some towns of considerable population. Why is 
it sot Simply because in those villages, some 
gentlemen took a little pains to ascertain who 
wanted the Journal; and in the towns of larger 
size, a few cases excepted, no such effort has yet 
been made. ‘ 

We have heard of several gentlemen, “who 
did not know whether they had or had not sub- 
scribed to the Journal of Banking,” and it is pos- 
sible this may, with truth, be said by many others. 
We admit that you will meet with many cases 
of persons who “do not exactly know whether 
they want, or do not want it.” Keep a close eye 


on every such man. He really wants this Jour- 
nal, and is only taking time to satisfy himself of 
the fact. 


In every town where there are reading people 
enough to make news-vending a business worth 
Jlowing, there must be enough who want the 
ournal of Banking to make it an object with you 
to find them out. ‘This may take some little time, 
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we admit: but your time is your own. You can 
take as much of that as you please. 





Respecrep Reaver,—tlave you prepared “ the 

domestic book binding apparatus,” which we de- 
scribed in our second number. Ten to one, you 
have been too busy—or there was no pasteboard 
or other thick paper about the house—or perad- 
venture no bodkins—or it may be no tape or other 
cord of the Foes dimensions—or perhaps you 
could not find two little pieces of wood, of exactly 
the right length, breadth and thickness—and you 
live in the country, and it was not convenient to 
send to a store for any or all of those articles. 
_ Ah! reader, we much fear that if it has been 
inconvenient for you at any and every time in the 
last four weeks, to prepare “the domestic book 
binding machine,” it will be equally so in the 
next four, and in the next eight. Your best plan 
then will be, to select some particular place in a 
drawer or on a shelf, in which to deposit eacl 
number of the Journal after you shall have read it. 
Let it be beyond the reach of your younger chil- 
dren, but encourage such of the others as are old 
enough to understand it to peruse its contents. 
You can let your wife know where you place it, 
and to increase her respect for it, tell her it is a 
kind of Bank Bible. There will be no impropriety 
in this, for Bible is the Greek for Book. If she 
is a sensible woman, (and we have not the small- 
est doubt she is,) she will aid you in keeping it 
clean and complete. The ladies are beginning to 
be aware of the importance of the banking ques- 
tion. They say it isa subject that does not pro- 
perly belong to them, but they like their husbands 
to study it. They are right in this. Hundreds, 
nay, thousands of families have been ruined, sim- 
ply through their ignorance of paper money 
banking operations. 





POETRY. 


We intimated in our first number, that it was 
quite possible that poetry, or at least rhymes, 
might occasionally adorn our columns. We have 
since met with a friend, who writes verses as soft 
and as smooth as the silk paper on which bank 
notes are printed. We asked him for some for 
our journal. “ Verses for a Journal of Banking!” 
exclaimed he, in amazement. “ Yes,” we re- 
plied, “ why not?” “ Well, then,” he subjoined, 
“only give me a hint.” We referred him to 
Thomas Moore’s “ Odes on Cash, Corn, and Ca- 
tholics,” for a model. He had read them, but 
had forgotten their particular form and texture. 
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We hope he will read them again, or what will 
be better, give us something quite original in con- 
ception design. 

m. C. Bryant, and, we believe, nearly all 
our first-rate poets, are hard money men. If it 
be true, as has been asserted, that a certain polli- 
tical party-has sung itself into power, we put the 
question to our poets, whether they ought not to 
exert their talents in favor of sound currency, 
sound credit, and sound banking. Send us a 
right good hard-money, or anti-paper money song, 
and we will have it set to music. 


‘“* Music ia virtve’s cause retain, 
Rescue the holy pleasure.” 
In the mean time, having nothing original to 
offer, we copy the following from the Washing- 
ton Globe. 


EPIGRAM—IMPROMPTU. 
Of modern books, the best I know— 
The author all the world is thanking— 
One written more for use than show, 
Is quaintly titled, * Gouge on Banking.” 


‘But still improvements might be made, 

Whilst books on books the world is scrouging, 
Let Biddle try to help the trade, 

And write one titled, “ Banks on Gouging.” 


The author is a native of Virginia, and none 
but gentlemen south of the Potomac, will under- 
stand the full force of the epigram. 

The first line may be thought to be hyperboli- 
cal; but poets have licenses denied to prose 
writers, 

It may be objected, that “ ere: is not a 
“dictionary word.” The poet cannot help it. If 
the dictionary makers are to be believed, there is 
no word in the English language that will rhyme 
with “ Gouge,” or “ Gouging.” 

There are some other words, which are also 
in this respect “ matchless.” But some of these 


- May be made to jingle by putting two words to- 


gether. An English nobleman, it is said, offered 
a reward of fifty pounds to any one who could 
find a rhyme for “ porringer.” This produced the 
following :— 
“ The king, he had a daughter fair, 
He gave the Prince of Orange her, 
And now, my lord, I hope you'll own, 
I've found a rhyme for porringer.” 


In writing anti-bank songs, there will be no 
necessity for resorting to such contrivances. 
“ Banks” will rhyme with “ pranks,” 





GOLD AND SILVER MINES. 


Quite a sensation has been occasioned at Ma- 
tanzas, by the announcement that a gold mine, 
and also a silver mine had been discovered in the 
neighbourhood of that port. The discreet editor 
of the Noticioso advises all Cubans in that quarter 
to exert their strength in cultivating the products 
of the rich soil, rather than be induced to plunge 
- hain bowels of the earth after what may not be 

ined. 
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The gold mines in the provinces of Ceara and 
Minas, in Brazil are becoming negioceets the peo- 
ple paying more attention than formerly to agri- 
culture. .Several gold mines have recently been 
discovered, near the river San Francisco in Bahia, 
and a silver mine in the neighborhood of Rio Ja- 
neiro. 





CURRENCY IN HAVANA, CUBA. | 


The currency of this island, though metallic, is 
ina sad state of confusion. A doubloon, worth in 
reality $15 554, according to the assays at the 
London and Philadelphia mints, is estimated as 
worth seventeen dollars. And pistareens, worth 
in reality less than nineteen cents, pass in the 
market for twenty-five. The effect of this has 
been to drive silver dollars out of circulation; and 
the current practice is to do up pistareens, to the 
number of sixty-eight, intoa rouleau, or little roll, 
and exchange them fora doubloon. 

If the real value of the gold, and the real value 
of the silver be taken into consideration, it will be 
found that the pistareens are estimated twenty 
cent. too high. That they could for any 
ength of time have obtained circulation at this 
rate, must have been owing to the supply of them 
being limited in proportion to the demands for re- 
tail trade, in the same manner that the market 
value of British silver coins is kept up in England, 
and that the market value of our own copper coins 
is maintained in these United States. The sup- 
ply would, however, seem of late to have ex- 
ceeded the demand, as the pistareen currency 
is producing great practical inconvenience. A 
reform of both the gold and silver currency is 
talked of, and certainly a reform is much wanted. 

It is well worthy of remark that though the 
currency of Havana is in this disorderly state, trade 
is very prosperous there, and failures are of very 
rare occurrence. Why isitso? Simply because 
they have no factitious credit system. 





HOW THE SYSTEM WORKS. 


One of the oldest and most frequently used rea- 
sons in favor of the special privilege conferred 
upon banks is, that through them small. traders 
and beginners in business are enabled to procure 
the necessary amount of capital to enter into busi- 
ness as principals. The following fact, stated 
Mr. Clay, of Alabama, ina speech in the Uni 
States Senate the other day, proves that this rea- 
son, feeble as it is, is not always made a principle 
with the banks: He said he had known an in- 
stance where the directors of a bank, with a eapi- 
tal of two millions of dollars, had loaned them- 
selves, their relations, and those connected with 
them in business, to the amount of $2,800,000— 
about $800,000 more than the capital actually 
paid in! 





(<7 The dissertation on “Tur True Priner- 
PLES OF CommeErctAL Bankine,” commenced in 
our last, is continued on the next page. 
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Secrron III. portations, and discourages exportations. Though 


If the principles of commercial banking are cor- 
_rect, it would seem that, as long as these institu- 
tions confine themselves to real business transac- 
tions, there is little danger of either foreign or 
domestic exchanges being deranged. In addition 
to the operations of the Mississippi banks, founded 
on goods received from New York, and cotton 
sent to New Orleans, there would be others 
founded on the business transactions of the citi- 
zens of Mississippi among themselves. The issues 
of the banks resting on such transactions would 
furnish the local currency, and as no note would 
be issued but in consequence of a value already 
created and adapted to circulation, there could be 
no excess of issues: and while the currency of 
Mississippi was thus kept at par at home, there 
could be no possibility of deranging it from abroad, 
so long as the exchange dealings of the banks 
should be based exclusively on goods received 
from other States, and products sent to other 
tountries. 


But let the banks of Mississippi, in addition to . 


loans to facilitate bona fide commercial opera- 
tions, also make loans to enable individuals to 
speculate in lands. Suppose a bank should, in 
addition to an advance of 100,000 dollars to a mer- 
chant, made in order to enable him to anticipate 
the proceeds of his cotton sent to New Orleans, 
also advance him 100,000 dollars to buy Govern- 
ment lands. If we are rightly informed, such 
things’ have been done in Mississippi. This 
amount may not enter immediately into circula- 
tion: but it must do so, sooner or later, whether 
amount “is deposited with the States,” or paid 
in the ordinary course of expenditure which 
» public service requires. Suppose that al the 
banks in Mississippi afford “accommodations” of 
this kind, and that the aggregate arnount is seve- 
ral millions. In the course of trade, a portion of 
the excess will find its way to New York, and then 
the rate of exchange, as measured by the price of 
bank notes, must be greatly against Mississippi: 
unless, indeed, the New York banks shall have 
made issues equally excessive to accommodate 
speculators in town lots, dealers in fancy stocks, 
_and builders of fancy palaces, 
__ We may suppose all the banks in the country 
to actin this way, and those in the north, south, 
east and west to be so nearly equal in their excess 
_of issues, t ra time, there is little variation 
‘from the ordinary rates of domestic exchange. 
But this cannot long continue. The rise of prices 
caused by so general an excess, encourages im- 
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we have the finest and most extensive wheat lands 
of any conntry in the world, we cease to export 
and begin to import bread stuffs. This may, for 
a time, seem to do very well: but as we do not 
pay as promptly as we ought for part of what we 
import, our credit abroad begins to be affected. 
The course of foreign exchanges is turned against 
us. The merchants, to avoid paying heavy pre- 
miums on European bills, export gold and silver. 
But hardly does the sum total amount to five 
million dollars, before our eight or nine hundred 
banks find they can bear no further drains. As 
if with one consent, they all stop payment, and 
the country is exposed to all the evils, present 
and prospective, of an irredeemable paper cur- 
rency. 

According to the theory of commercial banking, 
none of these evils would have come upon us, if 
the banks had made no issues and granted no cre- 
dits, xcept on real business transactions of short 
dates, 

If there are errors in this theory, we are not 
responsible for them. We take it as we find it. 
Objections have been brought against it, but what 
they are we need not now discuss, Our present 
object is not either to assail or defend the theory 
of commercial banking, but simply to explain it, 
and to show the utter incompatibility of its prin- 
ciples with the receipt of bank notes for public 
dues and public lands. When banks make issues 
for the payment of taxes, their notes are but a new 
emission of continental money, different from the 
old in form, but the same in substance. When 
banks make issues based on lands, what have we 
but the French assignat system over again! 

It is no wonder that currency and exchanges 
have, during the last fifty years, been in a state of 
confusion, for the history of most banks has been 
little more than a history of deviations from cor- 
rect banking usages. In all, or nearly all coun- 
tries, banks are to a greater or Jess extent fiscal 
machines, and every Government makes them so 
when it receives bank notes in the payment of 
the public revenue. The greater part of the pa- 
per issuing banks on the continent of Europe are, 
in astrict sense, Government banks, So also is 
the Bank of England. Its chief business is that 
of exchanging exchequer bills for bank notes. In 
some years the whole of its advances to merchants 
have not exceeded one or two millions sterling, 
while those of a private firm, that of Richardson, 
Overend and Co., have amvuunted to as much as 
twenty millions, 
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MR. GALLATIN’S LAST WORK. 

This is a pamphlet, in octavo form, of one hun- 
dred and twenty pages, including the Appendix. 
It is entitled “Suggestions on the Banks and the 
Currency of the several United States, in refer- 
ence principally to the Suspension of Specie 
Payments.” 

It contains many propositions to which we must 
be permitted to enter our dissent, but many others 
have our most hearty concurrence. 

In this work, as in the one published in 1830, 
Mr. Gallatin maintains that the only advantage 
gained by having banks of issue, is an addition to 
the capital of the country equal to the whole 
amount of their active circulation, after deducting 
the specie they retain in their vaults to support 
that circulation. Supposing it to be so, the capi- 
tal thus acquired, amounts, on his estimate, to 
sixty, or, at most, ninety million dollars. At six 
per cent. sixty millions will yield an interest of 
three million six hundred thousand dollars a year, 
and ninety millions will yield five million four 
hundred thousand dollars. Divide the first of 
these sums among the seventeen million per- 
sons who compose our nation, and each will get 
the enormous amount of twenty-one cents, one 
mill, and something less than three-fourths of a 
mil. Divide the second sum in like manner, 
and each will get thirty-one cents and a fraction 
a year! 

And for this the nation is to be periodically con- 
vulsed, man set against man, and brother against 
brother! For this, prices are to be made to fluc- 
tuate like the waves of the sea! For this we are 
to endure all the evils of suspension of specie 
payments, and the scarcely less evils attendant on 
their resumption ! 

Well may Mr. Gallatin exclaim :-— 

“It may with truth be affirmed that the present 
“situation of the currency of the United States, 
“is worse than that of any other country. The 
“value even of the irredeemable paper money of 
“Russia has, during the last forty years, been 
“‘more uniform; and in its fluctuations, the ten- 
“dency has been to improve, and not to deteri- 
“orate that value. No hesitation is felt in saying 
“that, whatever may be the presumed advantage 
“of a moderate use of paper currency, convertible 
“into specie on demand, to have no issue of paper 
“would be far preferable to the present state of 
“ things.” 

It is always extremely gratifying to us to hear 
such truths as these, uttered by men who occupy 
such stations in society as are filled by Mr. Apple- 
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ton and Mr. Gallatin. Truth, whispered in the 
faintest tones by a bank President, will reach the 
ear of many a one, who would be utterly deaf to 
the same truth proclaimed with the voice of a 
trumpet by one filling a private station. 





BENTHAM ON USURY. 


This is an old friend in a new dress—and a 
very neat dress, 

The reputation of the work is so well estab. 
lished, that any commendation from us would be 
superfluous. It is free from those peculiarities 
of phraseology which render other of Bentham’s 
works sealed books to the great mass of readers, 

In this little work,—it is so small that it can be 
carried in a waistcoat pocket,—in this little work 
Mr. Bentham maintains that the rent, or the in- 
terest, if you will, of money, ought not to be Tegu- 
lated by law, but left to be settled by free compe- 
tition, just as men fix the rent of the houses and 
the lands which they buy with money. ‘ 

However excellent this argument may be in 
the abstract, it will hardly apply to such a state 
of things as exists in the United States, where 
the lending of money is principally by irresponsi- 
ble corporations, which have the privilege of 
making the money they lend. Mr. Bentham had 
no such state of thingsas this in view. His argu- 
ment proceeds on the supposition that the money 
lent is real money, and that the lenders are pri- 
vate individuals in the enjoyment of no privileges, 

Messrs. Manly & Orr, 43 Chesnut street, are 
the publishers, 





PRESBYTERY OF OHIO. 

“The Presbytery returned two calls on the 
ground that the salary promised was incompetent 
support. By this course we suppose the Presby- 
tery had two objects in view; Ist, to bring up 
the churches to the competent support of their 
pastors; and 2d, to cut off all ones for their 
ministers engaging in an ular 0 ; 
—Protestant and Herald." “™PIovmente 

This paragraph would have received from us 
but litule attention, if we had not, a few hours be- 
fore seeing it, had a conversation with a gentle- 
man who accidentally mentioned the case of a 
lawyer residing in Washington, Penn., having a 
wife, child, and servant, and who lived in com- 
fortable, and as is said “genteel style,” in the year 
1824, on 400 dollars a year. Whatvs the reason 
that in the year 1824, four hundred Collars a year 
would support a lawyer and his family, in the 
west, and will not in 1841, support a clergyman, 
perhaps without a family? ' 
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BILLS OF SUSPENDED BANKS. 


A gentleman from Alabama informs us, that 
there the poe are coming very generally to re- 
pudiate all bank notes which are not payable in 

ie on demand. They have suffered by the 
depreciation of bank notes, and by the failure of 
one bank after another, and have been wronged in 
so many ways by the banks, that they are becom- 
ing determined in their resistance to the farther 
continuance of the fraudulent system. Gold and 
silver are coming again into circulation, for the 
people will part with their property for nothing 
else. A few private banks, paying specie, are 
getting into operation, which furnish a sound pa- 
per currency; but they are not much known.— 
Journal of Commerce. 





MISSISSIPPI BONDS. 


Ina recent correspondence between Governor 
McNutt and Messrs. Hope & Co., bankers of 
Amsterdam, relative to the dishonored bonds of 
Mississippi, the Governor openly declares that 
neither the principal nor interest of said bonds 
will ever be paid by the State of Mississippi; and 
that the holders of them must look to the United 
States Bank and the Mississippi Union Bank for 
payment. The State, he says, denies all obliga- 
tions to pay the bonds held in trust by Messrs. 
Hope & Co., for the following reasons :—Ist. The 
bonds or mortgages were sold on a credit, 2d. 
The currency in which the bonds were made 

yable was changed from current money of the 
Dnited States to pounds sterling of Great Britain, 
at the rate of four shillings and sixpence to the 
dollar. 3d. The contract of sale was fraudulent. 
4th. The Bink of the United States was not au- 
thorized to make the purchase. 5th. The bonds 
were sold at less than their par value, in violation 
of the charter of the bank. ‘The money paid for 
these bonds,” he goes on to add, “did not come 
into the State Treasury. ‘The officers of this Go- 
vernment had no control over its disbursements. 

bonds were disposed of in August, 1838, by 
usion and fraud, in violation of the constitu- 
ion and laws of this State. The Mississippi 
ion Bank and the Bank of the United States 
were parties to this unlawful transaction. You 
have the endorsement of both these institutions, 
and to them you must look for payment.” The 
Governor contends that the State has lost by sell- 
ing the bonds on credit, and by a change of the 
currency in which the bonds were negotiated 
from falar to pounds sterling, $1,048,781. 





VIRGINIA. 

From that excellent periodical, the Farmers’ 
Register, published at Petersburg, Virginia, we 
make the following extract :— 

The Banks of Virginia, by law, are to resume 
ae Peyments next January. But their au- 

orities seem to have no thought of doing so, and 
have been making no more recent preparation for 
resumption, than previously, since the beginning 
of the A aeepeage in 1837. . They must count con- 
fidently that 


their present exemption by law from 
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the obligations of faith and honesty is again to be 
renewed; and wil] be renewed, session after ses- 
sion. Banks that have not prepared to pay specie 
in five years, never will prepare. There will be 
offered the same and as strong reasons to the next 
legislature, to extend indulgence to their con- 
tinued bad faith, (for the benefit of the people, of 
course,) as at every previous session; and there 
ever will be the same and as strong reasons. The 
plain inference, from the whole procedure, and 
course of false assertion and argument, is, that the 
banks and the thorough paper money men go for 
the suspension of specie payments as a perma- 
nent and general policy. ‘The oo made 
and expectations given to the public for resump- 
tion of ree are intended merely to deceive 
and to keep quiet the long suffering and grossly 
cheated ple. A new proof of this intended 
policy will be seen next winter, when another 
year of indulgence and impunity to the non-pay- 
ing and swindling system will be certainly pro- 
posed, (and as certainly carried, if the people shall 
still permit the banks to legislate,) al aioe pre- 
cisely the same grounds that have served for that 
purpose at every session since May, 1837. 





UNITED STATES BANK. 


It is said that the Bank of the United States at 
New York, a branch of the Pennsylvania Bank of 
the United States, will close in all this month, 
and the business of the institution be settled up. 
The Journal of Commerce says :—* The gentle- 
men who have been its managers, Messrs. Gris- 
wold and Alsop, make a thing of it. ‘They 
made a bargain with Mr. Biddle while he was in 
his glory, to act as agents for the U. S. Bank of 
Pennsylvania during the continuance of its char- 
ter, at a certain salary. Now the bank wishes to 
wind up its affairs and terminate its agencies; 
but the agents here claim to go on, according to 
the bond. A suit was commenced in the case, 
which has been settled by allowing the agents 
some two hundred thousand dollars to give up 
the contract. The money for the purchase of the 
lot and the erection of the bank building was fur- 
ape oe the bank in Philadelphia, and a show 
of capital made by depositing here a large amount 
of ** loans and discounts,” already made, a large 

t of which still remains as it was when placed 
ere. It will, perhaps, be known now what the 
peculiar character of this bank was, and its rela- 
tion to that in Philadelphia, which enabled those 
who knew, to swear that it was, and was not, un- 
til the metaphysicians were confounded. The 
building, we suppose, has been the real estate in 
New York referred to in the statements of the 
mother bank.” 

We mentioned in our last, that the stock of this 
institution had fallen from 18 to 174, but added 
that “such was the uncertainty of the money 
market, that it might rise again before we could 
get our paper to press.” 

Instead of rising, the stock continued to fall, 
and on the 5th of August, the day after our last 

ublication, sunk to 14}, Philadelphia currency. 
his was lower than it had ever been before, It 
afterwards rose a little. 
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The notes of this bank have also und an 
additional depreciation. One day last week when 
we were in a broker's office, we found that et 
were at 25 cent. discount in currency, or 
in specie. have since been effected at the 
brokers’ board at 23 discount, in currency. 

The fall in the price of stock is said to be owing 
to the English stockholders having thrown shares 
into the market. ‘The fall in the price of notes is 
attcibuted to a panic, which has seized the hold- 
ers of certificates of deposit. These certificates 
bear interest, and are payable, both principal and 
interest, in the notes of the bank. 

Attacks continue to be made in the ~ 
on the new adwinistrators of the bank. Perhaps 
they are made by some of the old Board of Direc- 
tors, or at their instigation. 

It is said that Mr. Jaudon will return to Europe 
as agent of the bank. 

Mr. Drayton has resigned his situation as Presi- 
dent, on account of ij] health, And Mr. James 
Robinson, formerly Cashier of the branch at Rich- 
mond, has been chosen in his place. A better se- 
en than this, could not probably have been 

e. 





BANK FAILURES. 


Tuesday, August 3, was the day fixed on by 
the Comptroller of New York, for the sale of the 
bonds and mortgages deposited with him as se- 
curity for the redemption of their notes, by twelve 
of the so-called * Free Banks” of that State. The 
names of the banks which have failed to redeem 
their issues, and thus forfeited their securities, are 
as follows: 

Bank of America, United States Bank, Mer- 
chants’ Exchange Bank, Mechanics’ Bank, Erie 
County Bank, and Phenix Bank, all of Buffalo. 
Pretty well for one town. 

Staten Island Bank at Port Richmond, Catta- 
raugus County Bank at Randolph, James’ Bank 
at Torncevilia, merce Bank at Binghamp- 
- Bank of Lodi in eca County, Bank of 

ean. 

The amounts which the securities brought, as 
compared with those for which they were ledgei 
are as follows:—Cattaraugus County Bank— 
Mortgages on Buffalo property, pledged for $27,- 
600, and sold for $15,225. Bonk of Lodi—Mort- 
gages on property in Lodi, Hector and Ovid, 
pledged for $19,153, sold for $18,086. Erie 
County Bank—A mortgage on Buffalo property, 
pledged for $15,500, brought $3,000. Phoenix 
Bank of Buffalo—Mortgages on Buffalo and Black 
Rock property, pledged for $13,725, sold for 
$7,975. Merchants’ Soechanae Bank, Buffalo— 
Two mo es on Buffalo property, pledged for 
$10,000, ught $6,350. Mechanics’ Bank, 
pee ee on Buffalo property, pledged 
for $48,800, sold for $21,235. Bank of America, 
at Buffalo—Mortgages principally on Buffalo pro- 
perty, pledged for $34,762, sold for $25,245. Such 
of these mortgages, says the Evening Journal, as 
were upon improved farms, sold promptly for their 
face; but upon the mortgages covering unproduc- 
tive city property, in Buffalo, there were heavy 
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The securities of the Staten Island and James’ 
Bank, were withdrawn; and it is announced that 
some new arrangement will be made by these in- 
‘tab uso under which they will continue their 

ess. 





BANK RETURNS. 
Bank Or State or Missourt anp Brancues, Jey 1, 1841. 








LiaBILiTigs. 
Capital Stock— 
Owned by State,.....ccccsesscsececones $934,226 91 
“« © Gndividuals,, ...-.-.serccseceees 244,640 00 
$1,178 866 
Due Treasurer U. 8... 0. .0-ccccccvescccasenee 44,650 
Bille payable... ss0.rsccsisesscactoncasst 183,000 
Due individual depositors,.........++++++008 258,233 
Unclaimed dividends,.........0cceesececessences 983 
Exchange and interest,.......2+.ssesesesees 40,666 
Contingent fund,.......02***scccccneeeccenes 16,524 
Circulation,. eee eee eee eee ee ee ee -257,430 
Dae te hawks, 6 coo voices eve ssncccctoeust sehen 55,908 
$ 2,036,259 
Asserts. 
Bills diecounted,. ...2..cecccccesscsccceess $ 859,614 
Domestic bills of Exchange,...++.+++se0+0+ 130,597 
Loans to State of Missouri,......+.++eeeeee. 275,000 
Baspended obit... 2. ccesccncascrecccenases 148,932 
WORE GERAIS, sc dois devcceddcdivwarwntesctenes #1, 
EXpense Account,.... cess cece ceeeeeereeeeeeeslO41R © 
Protest account,......c.sceccssecevesssucsscocs 198 
State of Missouri, (interest on loans and State 
edn Ss <a'vci stink cae el Ah Sake ore Se aeeN? 580 
Due froma barks, « . «6006100086 dee cekeoks aeph> 66,130 
Bank notes on hand,.......csceevecessecesss 156,510 
Gold and silver cOin,........es-cecevescceces 273,290 
$ 5,036,259 


The Bank of Missouri and its two branches 
are the only regudar banking institutions in the 
State. It has not suspended specie payments. 
But certain Insurance Companies, and other asso- 





ciations, contrive to give the people of Missouri — 


an idea of the nature of inconvertible paper, by 
acting as agents for the suspended banks of the 
neighboring States and Territories. 





FLOUR, 
It isa fact well worthy of note, that our exports 


previous year, and were about double the ave 

of the forty years from 1800 to 1889, inclusiy 
The exports of flour and wheat in 1840, were 
equal to 1,855,086 barrels. In 1829, they were 
equal to 942,416. But though the quantity was 
nearly doubled, the aggregate value was increased 
but little more than one half. The gross value 
in 1839, was $7,079,361: in 1540, $10,985,644. 
This shows the effect increasing the quantity of 
a commodity has on its price—a very plain truth, 
but i which some people do not seem to under- 
stand. 

Great as was the quantity we exported in 1840, 
it was small when compared with the quantity of 
foreign wheat and flour entered for consumption 
in England and Wales in the year 1839. It 
amounted to upwards of four millions five hundred 
thousand barrels, or more than four times the an- 
nual average of our export. In the enormous 
quantity required for the supply of that country, 
the reader can discover the reason why a short 
crop always produces so sensible an eflect*on 


of flour and wheat in 1840, exceeded those af 4 
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moneyed operations in Great Britain. The whole 
consumption of the island is estimated at 104 mil- 
lion Is of wheat, or more than 21 million 
barrels of flour in each year. 





BANK DEFAULTS. 


Wm. Wiley, Justice of the Fifth and Eighth 
Ward Courts of the city of New York, was ar- 
2a on the 11th of August, on a bench warrant, 

held to bail in three sureties of $10,000 each, 
to answer the charge of receiving valuables, 
fe | them to have been stolen from the Presi- 
dent and Directors of the Frederick County Bank 
of Maryland. 

In our last, we gave an account of the destruc- 
tion of the books of the Jacksonville branch of the 
State Bank of Illinois, and the abstraction of a 
large amount of money from its vaults. It has 
since been discovered that Mr. Town, the teller, 
was the perpetrator of these offences. He de- 
stroyed the books that there might be no evidence 
left of depredations he had long been in the habit 
of committing. He is said to be of a very re- 

etable family—the son of a Presbyterian 
clergyman. 

Col. Mather, the President of the parent bank 
at Springfield, received, it seems, an anonymous 
letter, which disclosed the different places, in and 
about Jacksonville, where the money was secre- 
ted. Unattended by any one, he left Springfield 
for Jacksonville, and succeeded in recovering all 
the money but $2,300. He then engaged a con- 
veyance for Springfield, but before leaving Jack- 
sonville, he told certain persons that the affair 
was ended, and that they need not take any fur- 
ther trouble about it, as he had got the money, and 
Was going to take it to the mother bank at Spring- 
field. e secret was too good a one to be kept 
by those to whom it was confided. 


“The citizens, upon hearing the disclosure, 
were so outraged at not knowing how the money 
was obtained, or who decpauentet the robbery, that 
some twenty or thirty of them immediately set 
mut in pursuit of the Colonel, and succeeded in 
rerhauling him, after killing two or three horses 

e pursuit. Upon coming up, they took up* 
he order of command, by ordering the Colonel to 
alt, right about face, march, quick time, and with 
ruard on either side, the old Colonel, with the 
stolen fund, was escorted back to Jacksonville. 

de was taken into a room, followed by some eight 
or ten stout hearted, chivalrous fellows, who, af- 
ter laying upon the table divers pistols and bowie 
knives, demanded of him the name of the person 
who perpetrated the robbery. Now, it would 
seem, that the Colonel’s courage or pluck is, in 
some ea proportionate with his corporation, 
as he did not appear intimidated, but coolly told 
them that when taken before the proper tribunal 
and authority, he would then disclose a history of 
the facts.” 










~&% 

_ A correspondent in one of the Western States, 
informs us that “Town was looked upon, up to 
he eranrety of the robbery, as a pattern of sanc- 
tity. The President of the bank, Col. Mather, 
is much censured for endeavoring to effect the 
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escape of the robber, after the money was re- 
covered.” 


Wm. McK. Ball, cashier of the branch bank of 
the State Bank of Arkansas, at Fayetteville, is 
stated, in the Baltimore Patriot, to have recently 
absconded to ‘Texas, Jeaving the bank minus some 
$64,000. No doubt Mr. Ball is, as well as Mr. 
Town, of a very respectable family. 


The sudden death of one of the tellers of the 
Canal Bank, New Orleans, caused an investiga- 
tion into his accounts, which, as far as the exami- 
nation had proceeded, had, at the date of the last 
advices, disclosed a deficit of over 80,000 dollars. 


A letter from New Orleans, states that the 
cashier of the Carrollton Bank has been found to 
be a defaulter in the sum of $30,000. 


The writers of the money articles in the New 
York Herald and Philadelphia Ledger, have, be- 
tween them, made out the following list of bank 
defaults, which have recently occurred, or rather 
been recently discovered. 


U. S. Bank, suspended debt, lent to politicians, § 20,000,000 
U. 8. Bank, taken by Officers—no vouchers, 1,200,000 


Schuylkill Bank, Levis, 1,300,000 
Manhattan Bank, Newcomb, 50,000 
Do. do. Officers and family, 500,000 
Virginia Bank, Dabney, 500,000 
Georgia Bank, Barker, 80,000 
Frederick Bank, Maryland, 186,000 
Norwich Railroad, President, 10,000 
Bank of Louisiana, Teller, 60,000 
Bank of Orleans, ~ do. 20,000 
Canal Bank, New Orleans, do. 100,000 
Bank of Michigan, Officers, 100,000 
Tilinois Bank, Mr. Town, 90,000 
Merchants’ Bank, Baltimore, Clerk, 10,000 
Tennessee Bank, at Nashville, -do. 7,000 
Frankfort Bank, President, 109,000 
State Bank, Arkansas, Mr. Ball, 64,000 
23 New York free banks, 1,500,000 
Pennsylvania Bank, Smith, clerk, 100,000 
Western Bank, Israel, cashier, 15,000 
Camden Bank, N. J., Peterson, clerk, 13,000 
$ 26,065,000 


“These are,” says the Ledger, “but a small 
ms of the losses that have recently occurred. 

hat the public may be fully enlightened to the 
real amount of cost in this particular which the 
people ua, for the benefits of paper money, we 
trust that the press in various sections of the coun- 
try will make such additions as come within their 
knowledge and are here omitted.” 


Governor Wolcott, of Connecticut, in an address 
to the Legislature of that State, in May, 1826, 
made some remarks which, if they had been pro- 
perly attended to, would have prevented many a 
bank default. We republish them for the benefit 
of the concerned. 


“ The stations of president, cashier, teller and 
book-keeper, are incompatible, and yet some two 
or more of these are united in the same persons, 
contrary to established maxims of responsibility, 
prudence, and even justice to the individuals who 
are so entrusted. If, at the close of the hours of 
business in every day, fill accounts of all the 
funds issued, and of securities obtained and dis- 
charged, are not immediately stated, their accu- 
racy ascertained, and their results extended into 
records, which are regularly continued, by per- 
sons whose peculiar duty it is made, to note all 
these facts, according to established forms: then 
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the transactions of different days will become 
blended, and soon all individual responsibility will 
be irrecoverably lost.” . 





INCIDENTS. 


A meeting of about 1500 persons opposed to 
the etablahphemt of a National Bank, has been 
held in this city. Considering the season of the 
year, the shortness of the notice given, and other 
circumstances, this was “a pretty fair turn out,” 
though it embraced but a small portion of those 
who are opposed to such an institution. Opposi- 
tion to a National Bank with us is not confined 
to the hard money men. We have conversed 
with several gentlemen connected with the local 
banks, who say they wish not to see a National 
Bank established, or, at Jeast, not at present. 

An association has been formed in Philadelphia 
of persons opposed to paper money banking. 

At the first meeting of the Democratic Dele- 
gates of Philadelphia, held August 9th, it was re- 
solved not to consider the claims of any one who 
shall offer himself as a candidate for a seat in the 
Legislature, unless he shall first avow himself “ 0 
posed to granting any new charter for a acienele 
of any description, or to the establishment of a 
branch of a National Bank within this State, and 
also to favor the repeal of the charter of any such 
institution, should it be created, and the discon- 
tinuance of all charters as they expire.” 


On Tuesday, August 9th, the sum of three 
hundred dollars was abstracted from the pocket 
of Nicholas Biddle, Esq., as he was standing in 
front of the Post Office window. If the pocket 
of Mr. John Smith had been picked in this way, 
the daily papers would probably have been con- 
tent to narrate the events in language as plain as 
that which we have used. But as it was the 
pocket of Mr. Biddle that was picked, they be- 
come quite rhetorical in describing the affair. 
The Spirit of the Times, for example, calls it “a 
removal of the deposits,” and exalts the pick 
pocket to the rank and dignity of “a financier.” 
“It is said,” remarks the Pennsylvanian, “that 
when he discovered his wallet was gone, he ex- 
claimed ‘I am robbed,’ and as ‘ cool and as calmas 
a summer’s morning,’ went to the bank and drew 
for three hundred more. Great financiers disre- 
gard trifles, and in this instance Mr. Biddle dis- 
played his usual philosophy.” 

It is stated that the Governor has ordered the 
Attorney General to issue a quo warranto against 
the pees and Southwark banks, because 
they refused to subscribe to the State loan. 


The Philadelphia County Prison is at this time 
crowded to overflowing with prisoners. The 
number charged with petty larceny, says the 
Spirit of the Times, was never greater than at 
present. The Inspectors fear that the prison 
= become unhealthy, unless some discharges 
e made, 


The attention of the people of the city of New 
York has been, in some measure, diverted from 
the prices of stocks, and variations in the value of 
commodities, by a horrid murder. The victim 
was a Miss Mary C. Rogers, a beautiful young 





woman, in humble circumstances. Her body was 
found on the shore of the North river, at Hoboken, 
opposite the city, horribly mutilated. A mystery 
hangs over this murder. 

A gentleman of the name of Joseph K. Weed 
has been trying his hand at financiering on a 
smal] scale, in Ulster county, State of New York. 
He took three genuine notes of hand, amount 
in the aggregate to $218 60, and altered them in 
such a way that he succeeded in, drawing from 
the Banks of Poughkeepsie and Newburg, the 
sum of $1,918. He then took two genuine notes 
of hand for $900 each, that had been paid, altered 
their dates, and presented them for discount. 
Suspicion was excited, and he fled with his wife 
and six children, borrowing some of a neighbor’s 
horses for the occasion. He took a very devious 
course, frequently changing his dress and his 
manner of travelling, but he was finally traced to 
Ohio city, near Cleveland, in Ohio, where he was 
arrested, the officer in pursuit having travelled 
between 2700 and 2800 miles. 

Harrington, the Jate President of the Gallipolis 
Bank, was, says the Spirit of the Times, sent to 
jail in Gallia county, Ohio, on the 5th inst., for 
fifteen years, having been convicted of extensive 
swindling transactions behind the counter. 





CONGRESS. 

Congress has been proceeding rapidly of late, 
so rapidly, indeed, that we hardly have time to 
say that a bill is under discussion, before we hear 
that it is passed. 

Considering the nature of the subjects they have 
before them, it may be doubted if the people at 
large will consider this rapidity quite commenda- 
ble 


According to a contemporary, the leading mea- 
sures of the session, are— 
1. Distribution bill, giving to the 
States, per annum, - - - $3,000,000 
2. Loan bill, creating a public deb 
e, = 12,000,000 


of - - - - 
3. Revenue bill, increase of annual 

i le ee 
4. Bank bill, borrowing new capital, 30,000,000 
5. Bankrupt law, an abolition of 

new debts, equal to - - 350,000,000 


If it were as easy for the people to pay new 
taxes as it is for Congress to impose them, and if 
it were as easy to discharge debts, as it is to con- 
tract them, this haste might be excusable. But 
every man of sense knows that additional taxes, 
though in the disguised form of increase of duties, 
must diminish the incomes of some members of 
the community: and as the United States affords 
the only example on record of a Government that 
once got fairly into debt, ever getting fairly out of 
it; it would seem the part of prudence not to rush 
too rashly into debt again, lest the second experi- 
ment might not prove as successful as the first. 

But it is useless, we suppose, to reason this sub- 
ject now. ‘The word has gone forth. The nu- 
cleus of a new funded debt is already formed. 
The script is in the market. And new taxes are 
to be laid :—Jaid too in such a manner that ne one 
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can tell the precise effect they will have on exist- 
oes arrangements. 
| bill for the repeal of “the Sub-Treacury 
law,” which had been previously passed by the 
Senate, was passed by the House, Monday, August 
9th, by a vote of 134 to 87—majority, 47. 
Previous to the taking of this vote, the House 
amended the bill by adding two new sections to 
it. By the first of these, “the deposit act,” so 
called, is repealed, its 13th and 14th sections only 
excepted. the second, those regulations which 
make it illegal to offer small notes to revolution- 
ary a in payment of their persions, are 


abrogated. 

On Wednesday, August 11th, these amend- 
ments were concurred in by the Senate, by a 
vote of 26 to 23. 


THE FISCAL BANK. 


The House has, Anaconda like, swallowed whole 
the fiscal bank bill, just as it came from the Senate. 
Such of the members as did not like it were 


ed. 

é Peosaiaa them in the House will not, however, 
prevent their speaking their sentiments freely 
when out of it. And one of the dissatisfied, Mr. 
Irwin, a Whig member from the western part of 
Pennsylvania, has published a letter, the tenor of 
which may be judged of from the following ex- 
tract: 

“The determination to vote down all amend- 
ments was so rigidly enforced by the majority, 
the House as it 
‘came from the Senate, without alteration or 
amendment in a single feature, sentence, word, 
or letter! An incident without parallel, perhaps, 
in the history of legislation. And although the 
amendments offered were numerous, they had to 
be voted upon in most instances, without the op- 
‘portunity afforded fora word of explanation. Nor 
was the poor privilege accorded to a member of 
showing to his constituents how he voted on such 
‘amendments. The bill passed from the Commit- 
tee of the whole into the House: the previous 
question was immediately ordered, and thus the 
_-vote by yeas and nays on the amendments was en- 
_ tirely cut off.” 

- This event occurred, Friday, August 6th. The 
vote was as follows: 
~ Yeas—Messrs. Alford, Allen, L. W. Andrews, 
Ss. J. Andrews, Arnold, Aycrigg, Babcock, Baker, 
Barnard, Barton, Birdseye, Black, Blair, Board- 
in, Borden, Botts, Briggs, Brockway, Bronson, 
M. Brown, J. Brown, Burnell, Wm. Butler, Cal- 
houn, Wm. B. Campbell, Thomas J. Campbell, 
‘Caruthers, Childs, John C. Clarke, 8S. N. Clarke, 

en, Cranston, Cravens, Cushing, G. Davis, 
m. C. Dawson, Deberry, John Edwards, Ever- 
ett, Fessenden, Fillmore, A. L. Foster, Gamble, 
Gentry, Beige Goggin, P. G. Goode, Graham, 
Green, Greig, Habersham, Hall, Halsted, W. S. 
Hastings, Henry, Howard, Hudson, Hunt, James 
_ Trvin, James, Wm. Cost Johnson, L D. Jones, 

John P. Kennedy, King, Lane, Lawrence, Linn, 
‘Samson Mason, Mattocks, Maxwell, Maynard, 
‘Meriwether, Moore, Morgan, Morris, Morrow, 
t, Osborne, Owsley, Pearce, Pendleton, 
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Pope, Powell, Proffit, Ramsey, Benjamin Randall, 
A. Randall, Randolph, Rayner, Rencher, Ridg- 
way, Rodney, Russell, tonstall, Sergeant, 
Shepherd, Simonton, Smith, Sprigg, Stanley, 
Stokely, Stratton, Stuart, Summers, Taliaferro, 
John B. Thompson, R. W. ‘Thompson, Tilling- 
hast, Toland, Tomlinson, ‘Triplett, ‘Trumbull, 
Underwood, Van Rensselaer, Wallace, Warren, 
Washington, E. D. White, J. L. White, Thomas 
W. Williams, Lewis Williams, C. H. Williams, 
J. L. Williams, Winthrop, Yorke, Augustus 
Young, John Young— 12a. 


Nays—Messrs. Adams, Arrington, Atherton, 
Banks, Beeson, Bidlack, Bowne, Boyd, Aaron V. 
Brown, Charles Brown, Burke, Sampson H. But- 
ler, Wm. 0. Butler, Green W. Caldwell, Patrick 
C. Caldwell, J. Campbell, Cary, Chapman, Clif- 
ford, Clinton, Coles, Cravens, Daniel, R. D. 
Davis, Dean, Dimock, Doan, Doig, J. C. Edwards, 
Egbert, Ferris, J. G. Floyd, Chas. A. Floyd, For- 
nance, Thos. F. Foster, Gilmer, William QO. 
Goode, Gordon, Gustine, Harris, John Hastings, 
Hays, Holmes, Hopkins, Houck, Houston, Hub- 
bard, Hunter, Ingersoll, William W. Irvin, Jack, 
Cave Johnson, John W. Jones, Keim, Andrew 
Kennedy, Lewis, Littlefield, Lowell, Abraham 
McClellan, R. McClellan, McKay, McKeon, 
Mallory, Marchand, A. Marshall, T. F. Marshall, 
J. Thompson Mason, Matthews, Medill, Miller, 
Newhard, Oliver, Parmenter, Patridge, Payne, 
Pickens, Plumer, Reding, Rhett, Riggs, > 
Roosevelt, Sanford, Saunders, Shaw, Shields, Sny- 
der, Steenrod, Sweeny, Turney, Van Buren, 
Ward, Warterson, Weller, Westbrook, J. W. 
Williams, Wise, Wood—97. 





FOREIGN NEWS. 


At Vienna, the stoppage of the banking house 
of Steiner, has been followed by that of Guymul- 
ler & Co. Their liabilities are reported to be 
very heavy, and the prospect of recovering much 
from the assets is said to be small. This stoppage 
happening so soon after that of the Messrs. 
Steimer, caused a complete panic in the money 
market at Vienna; but as the Messrs. Rothschild 
and other leading capitalists, were freely discount- 
ing business paper, confidence was rapidly im- 
proving. 

N. B. Austria is a paper money country. Its 
principal bank issues notes of as low a denomina- 
tion as two dollars fifty cents of our currency. 


Lord Sydenham, the Governor of Canada, has 
a plan for depriving all the incorporated banks of 
the United Province of the privilege of issuing 

per money. His wish is, that there should be 
* one bank of issue, and that all the profits aris- 
ing therefrom should go toGovernment. The in- 
corporated bankers will prove too strong for his 
Lordship. 

It is said that Lord Sydenham, in private con- 
versation, speaks of the United States as “the 
land of shin-plasters.” His Lordship must learn 
to use more decorous language towards a friendly 
power, or else expect to be recalled by the Go- 
vernment at home. 
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silver in Europe and America, at between four 
thousand and five thousand million dollars. Tak- 
ing this as our basis, we have proved that if we 
had the proportion to which our wealth and popu- 
lation entitle us, the amount would be between 
five and six hundred millions, Of this, about one 
hundred and seventy millions should be in coin, 
and the rést in plate and jewelry. 

We may seem to some extravagant in estima- 
ting the amount of coin we ought to have at ten 
dollars a head. But “ we go for plenty of money” 
—plenty of real money. 





JOINT STOCK BANKS. 


Mr. Gallatin, in his last publication, makes the 
following judicious observations on the nature of 
joint stock banks :— 

“The present situation of the banking system 
has proved, but too conclusively, the general in- 
clination to increase immoderately the banking 
capital and the number of banks; and also the 

neral tendency of all the banks to extend their 
ee and discounts beyond what prudence and 
their primary duty would dictate; and it is be- 
lieved that this defect is inherent in all joint stock 
banking companies. 

“ Not only is it the interest of the shareholders, 
so long as they are not personally responsible be- 
yond the amount of their shares, to obtain as large 
a dividend as possible, but the evil grows out of 
the manner in which joint stock companies must 
be governed. The direction must necessarily be 
placed in the hands of a few men, who have com- 
paratively but little interest in the bank. Most 
of them are selected amongst men in active busi- 
ness, in order that they may be able to judge of the 
solidity of the paper offered for discount; and as 
they are not paid, it is impossible to expect that 
they should attend without deriving sume com- 
pensation for the sacrifice of a portion of their pre- 
cious time. ‘This may consist in part from the 
discounts they obtain for themselves, which may 
always be kept within reasonable bounds. But 
the power and consideration attached to the office 
can be obtained only by granting favors; whilst, 
on the contrary, a refusal renders the directors 
unpopular. ‘To this may be added a want of suf- 
ficient moral responsibility. The honorable mer- 
chant, who would feel disgraced by his own in- 
dividual failure, is not affected by that of the bank 
of which he may be director. It is well known 
that this géneral observation does not apply to 
bank directors alone, but to all public bodies. Of 
all the causes, however, which contribute to an 
“3 yew extent of discounts, the most general 
and efficient, the most prolific source of the errors 
of bank directors, isthe natural sympathy which 
they feel for men who are came similar pur- 
suits to their own. It may, upon the whole, be 
affirmed, that banks, though money lenders, are 
in fact governed rather by the borrowers than by 
the lenders.” 





FREE BANKING. 


_ The observation of Mr. Gallatin on Free Bank- 
ing, will be a very proper accompaniment to his 
remarks on Joint Stock Banks. 
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“The right of issuing paper money as curren- 
cy, like that of issuing gold and silver coins, be- 
longs exclusively to the nation, and cannot be 
claimed by any individuals, If it be insisted that 
Government has no right to part with it, unless it 
be granted to all, it must be recollected that a 
right which from its nature cannot be exercised 
by an individual, is for him a nullity. The right 
in question can be exercised only by men of 
wealth, or by impostors. The poor classes cannot 
enjoy it: the right claimed is only, that all 
— thy persons should be placed on an equal 


S The proposition, that a paper currency may 
be issued by all, without any legislative restric- 
tions, appears to be founded on an erroneous ap- 
plication of the principle of free trade. Free 
competition, in producing or dealing in any com- 
modity, causes a reduction in the cost, or an im- 
provement in the quality of the commodity. In 
money dealings, the same competition furnishes 
the use of money, and procures discounts of ne- 

iable paper on the cheapest possible terms. 

t, issuing a paper currency is not dealing in 
money, but making money. e object, with re- 
spect to such currency, is not to produce a com- 
modity cheaper, or varying in value, but, on the 
contrary, to furnish a substitute perfectly equal to 
gold or silver, and therefore of comparatively in- 
variable value. Competition cannot make a 
cheaper COnESERY' unless by making it, worse than 
the legal coin of which it is the representative. 
In that case, it becomes analogous to a debased 
coin; and, if itted to circulate, the bad gene- 
rally drives away the faithful currency.” 
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nati and Oxford, Ohio; and other places, for ad- 
ditions to our subscription list. We have heard 
of other places in which lists of subscribers have 
poets obtained, but which have not yet come to 

and, 

N. B. Subscribers will oblige us by writing 
their names as distinctly as possible. 

We shall hold ourselves under obligations to 
complete the tiles of any NumBER Of new sub- 
scribers, whose names shall be forwarded to us 
within a reasonable period from the present date. 





PRESIDENT TYLER, 


The President has signed the bill to repeal 
“the Sub-T act,” and vetoed the bill to 
incorporate a bank, 

The result is, THE REVIVAL OF “ THE PET BANK 
system” —the worst of all possible systems, 


7 


Original from 


INDIANA UNIVERSITY 














60 PRICES OF BANK NOTES AND SPECIE. 
Saturday, August 14, 1841. 
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BANK NOTES. 
Our authorities are the same as in our last ; namely, 
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“ West .v.cicsnee RES Par. “ There is a class ope afloat here, against which - 
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SUMMA ce oc ccanstavcitcecteats = ME. Par. of certain banks of the State of Maine, which have been 
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Georgia. ..+-.seeeeeeeseeeseees|10 a —dis, | 10 @ 40 dis. || Agricultural Bank of Brewer, Me., is another ; the bills 
eae pottereeescutae ime a— dis. 9 a — dis. || eMporurily redeemed at the American Excha Bank, 
Louisiana....+-+,+.+-+++0++08+| 5 @a—dis. |— @ 3 dis. {| Also the Bank of Westbrook, Me. These latter are at» Q 
Mississippi. ---++++++.++++4++++|—@ —dis. | 20 @ £0 dis. || 7 per cent. discount. The public should be cautious of tak- 
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22} per cent. discount for currency, and sold at 21}.” - 
American Gold, (new coinage).| Para —p. | 3 a — a 
Soverei Bi cescceceracecessccs 4.84a— 4.95 a § ; RATES OF EXCHANGE. ay 
Hea ineas ee ee ee 5.00 a 5.05 —_—_— a — There has been a slight rise both ut New York and ¥7 a) 
Spanish Doubloons:-+-.....-..|16.00 @ 16.25 |16.30 a 16.40 || deiphia, in the rates of exchange on England and ae , 
F ee eee Asan as aba 7o a Nee ree or Transactions have been to a maderate extent. “ae 
_ on ~~ ati Sune ddioh ren o7 “Le. 2 a ee THE STATE OF TRADE. 
ive Franc Pieces.....+....... © vn Cont . Business is a little more active than it was when our 
Half Dollars eee ee eeeee eee ee eee Par a — pr. 2) a — pr. per was put to press ; but it is too soon in the season a 
BILLS OF EXCHANGE ON 7 , a oe The prospects of the fall trade are consi ed 
0 ir. 405 » 
France... !tsieccscscsscecee| Sao at Pease PP | “Satis aid that the importations of British dry goods Slt 
Holland. #eeee eee ee 304 a 40 40} a = been unusually small this Season. ~/* « 
Hamburg sere * . . . a— 37 a — J an 
Bremen ....+.... seseeeeese| 762077 80a — . THE MONBY MAREE? —« an Sak 
WN Gittdeds canis sare -| Paraipr. | 3 a3} pr. In this there has been no change. Money is said to r 
New York ......--.... pusandses 3 a3}pr. || Plenty. By this should be understood, that i 
Philadelphia .........+...+5..5| 3 @ 3} dis of Bank deposits, or what ought to be called Bank-book cre- : 
Baltimore............ Gusttses 2 @ 2 dis.| alpr. || dits, are lying dormant. We have little money of any Kind 
Richmond............ oth saebhs 3t@ 3idis.| f¢aldis. || xcept Bank-book credits and Bank paper. ve ; 
North Carolina.......6-..eeee. 3ha 3) dis A story is told of an old man somewhere in the st, 
Charleston .......s-seeeeeeeees| Ib@ Ipdis.| — al who boasted that “ money was so plenty in their region, hat * 
POOMGROR. 05 005<din acerier ois é a @ 34 dis.| — @ldis. || bank-notes could be purchased at the rate of four cents for 
gusta eee eee eee ew eee 6.a15 dis a dollar.” We have not got to that point yet in Ppa i A 
Columbus ...........0eeesevees 15a 16. dis. phia. a 
ae Sedieoak ecteves oecureaed’ 13..¢ 3 "8a THE STOCK MARKET. | 
DDEID san vinen 04,010h60 ces cdeuse a. is a 8. . ¢ : 
Lee : The State of New York has been trying to negotiate a . 
Natcheasvsrsscsscccssccciccscs[98-4.90 dis: [25¢e*—> ais; ||Jonn of three million dollars, at 6. per cent, iutefeate ama 
: at — dis. || trying in vain. “= 
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Treasury for not throwing the whole twelve millions inte 
the market, and allowing 6 per cent. interest. The broker 
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: ‘ are herein wrong, and the Seerctary of the Treasury is : 
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Nothing could be prettier than this, if 
prices could be kept continually rising. But 
it is, unfortunately, only while the amount of 
bank issues is actually increasing, or for a 
short time after they have attained their 
maximum, that society derives this apparent 
benefit from paper money. In due time the 
paper affects all articles in nearly equal pro- 
portions : and men then discover that for an 
object of desire for which they had form- 
erly to give one dollar, they have now to 
give one dollar twenty-five cents, or one 
dollar fifty; and that it is not more easy to 
get the one dollar and fifty cents to make 
the purchase with, than it was formerly to 
get one dollar. ‘The value of land, labor, 
and commodities, as compared with one 
another, is the same as it was before. It 
is only the money price that is enhanced.— 
The effect this has on public prosperity, is 
much the same as that which would be pro- 
duced by changing accounts from pounds, 
shillings, and pence, to federalmoney. The 
sum total of dollars would exceed that of 
pounds, but the articles of the value of which 
they would be the exponents, would be un- 
altered in number and in quality. 

It would be well if the issues of the banks 
had no other effect than that of apparently 
increasing the wealth of the community, by 
raising the money valuation of all kinds of 
property. But these institutions do not con- 
tinue their issues long, before they raise the 
price of some commodities above the price 
they bear in foreign countries, added to the 
cost of importation. In foreign countries 
the paper of the banks will not pass current. 
The holders of it, therefore, present it for 
payment. ‘The banks finding their paper 
returned, fear they will be drained of coin, 
and call upon their debtors to repay what 
has been advanced to them. In two ways, 
then, is the quantity of circulating medium 
diminished ; first, by the exportation of spe- 
cie; secondly, by the withdrawal of paper 
from circulation. Prices fall as rapidly as 
they had before risen. The traders find that 
the goods in their stores cannot be disposed 
of, unless at a loss. ‘The different members 
of society had entered into obligations pro- 
portionate to the amount of circulating me- 
dium in the days of banking prosperity.— 
The quantity of circulating medium is dimin- 
ished, and they have not the means of dis- 
charging their obligations. The merchan- 
dise, the farms, the houses, for which they 


contracted debts, may be still in their pos- 


session; but the product of the farms will 
not bring, perhaps, half as much as will pay 
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the interest of the original purchase money; 
the houses will not rent for as much as_ will 
pay the interest on the mo s; and the 
store goods must, if sold at all, be sold be- 
low prime cost. Bills of exchange are dis- 
honored, and promissory notes protested.— 
One man is unable to pay his debts. His 
creditor depended on him for the means of 
paying a third person to whom he is himself 
indebted. The circle extends through so- 
ciety. Multitudes become bankrupt, and a 
few successful speculators get possession of 
the earnings and savings of many of their 
frugal and industrious neighbors. 

By the reduction of the amount of bank 
medium, the prices of things are lowered, 
the importation of some kinds of foreign 
goods is diminished, and specie is brought 
back. ‘Then the confidence of the banks is 
renewed, and they recommence their issue 
of paper. Prices are raised again, and 
speculation is excited anew. But prices 
soon undergo another fall, and the tempo- 


rary and artificial prosperity is followed by 


real and severe adversity. 

‘‘ Such,” as has truly been said by Mr. 
Nicholas Biddle, President of the United 
States Bank—* such is the circle which a 
mixed currency is always describing.’’* 





CHAPTER VI. 
General Effects of this System, 


Tue rise of prices that follows an expan- 
sion of bank medium, and the fall that fol- 
lows a contraction, do not affect all descrip- 
tions of labor and commodities, at the same 
time, in an equal degree. The usual effect 
of an increase of issues, appears to be to 
raise still higher those articles which are 
rising from some natural cause; and the 
effect of a contraction, to sink still lower 
those which are falling from some natural 
cause. As Malthus has observed, the ten- 
dency of paper money is in some instances 
to sink prices to their lowest, and raise them 
in others to their highest point. The natural 
value no longer regulates exchanges. We 
had melancholy proof of this effect of con- 
traction in 1820, when, according to Mr. 
Niles’ calculation, the average price of flour 
throughout the country was only two dollars 
and fifty cents a barrel. Of rise of prices 


*In a chapter to be hereafter published, the reader will 
find an eloquent description, by this gentleman, of the circle 
of banking contractions and expansions. 
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AN INQUIRY INTO THE PRINCIPLES 


prelnees by expansions of bank issues, we 
striking examples in 1825 and 1831. 
Wages appear to be among the last things 
that are raised by an increase of bank me- 
dium. The working man finds all the arti- 
cles he uses in his family rising in price, 
while the money rate of his own wages re- 
mains unchanged. In the year 1831, which 
was a year of great expansion, rents rose 
enormously in many parts of the town, store 
goods advanced in price, and such fresh pro- 
visions as are sold in the market were higher 
than they had been at any time since the 
resumption of specie payments; but the mo- 
ney rate of wages was hardly affected.* 

If wages are not the first to fall on a con- 
traction of issues, it is because the effects 
of the contraction fall unequally on different 
kinds of labor. ‘* Contractions” never pro- 
ceed far, without breaking up some produc- 
tive establishments. Some men are thus 
deprived of employment: they enter into 
competition with the workmen in other es- 
tablishments, and finally reduce wages in the 
branches of business not immediately affected 
by the curtailment of bank issues. 

Hence the complaint we sometimes hear 
of *‘all branches of trade being overdone.”’ 
A great number of enterprises undertaken 
‘with a cheering prospect of success when 
the banks ‘*‘ make money plenty,” come to 
an unfortunate conclusion when the banks 
‘‘make money scarce.’”?’ As one man is 
thrown out of employment, his effective de- 
mand for the product of his neighbor’s labor 
is diminished, and he, perhaps, becomes the 
competitor of his neighbor, instead of his 
customer. ‘The merchant is compelled to 
offer his services as a clerk. ‘The master 
mechanic becomes ajourneyman. If aclerk 
is thrown out of employment, the shoemaker 
has one good customer less. If twenty 
clerks are deprived of employment, the shoe- 
maker may find it necessary to dismiss one 
of his assistants. If twenty shoemakers are 
without employment, the baker may find his 
sales of bread materially diminished ; and so 
of all other trades. 


* This is not the first time this remark has been made.— 
In the British Bullion Report, made in 1811, the following 
age occurs: “The w of common country labor, the 
rate of which, it is well known, adapts itself more slowly to 
the changes which happen in the value of money, than the 
ce of any other species of labor or commodity.” Hutch- 
inson, in his History of Massachusetts, vol. ii, page 401, 
makes a remark which shows that the effect of paper money 
is, in this respect, the same, whether it is issued by a govern- 
ment or by a bank: “[ recollect one advantage from paper 
money. Upon the depreciation from time to time, the wages 
of seamen, and the rate at which coasting vessels and others 
were hired, did not immediately rise in proportion to the rise 
ot ma ver, and exchange with London and other parts of the 
world.” 


If the real wants of the community, and 
not their ability to pay, be considered, it 
will not be found that any one useful trade 
or profession has too many members. The 
number of educated physicians, for example, 
is not too great for our population. But not 
a few physicians remain without ‘employ- 
ment, while many persons, from inability to 
pay for medical advice, suffer all the evils of 
sickness. It cannot be said that we have 
too many shoemakers, tailors, or cabinet- 


makers, while multitudes are but indiffer- 


ently provided with clothing and furniture. 
But, in one sense, ‘all businesses” may be 
said to be ‘‘ overdone,”’ since all businesses 
are by this system rendered unprofitable to 
some who are engaged in them. 

On the operations of manufacturers, these 
contractions and expansions are productive 
of most pernicious consequences. Expan- 
sions of bank medium are always incite- 
ments to them to extend their business.— 
The paper need not be put in circulation 
by direct loans to the manufacturers. Lend- 
ing it to such as will buy their commodities 
has the same effect. Having, by the in- 
crease of bank medium, been enabled to sell 
his goods at an advanced rate, the manu- 
facturer recommences operations with new 
spirit. So facile is production with modern 
machinery, that a small rise of prices causes 
a great increase of cotton and woollen goods. 
The production of the articles for which 
these fabrics are ultimately to be exchanged, 
cannot, unfortunately, be increased with 
equal facility. Unfortunately, also, the bank 


medium is soon contracted. There is then 


a glut of manufactures, and a scarcity of — 


money. y 


‘On the operations of the agriculturists, 


these expansions and contractions operate 
more slowly, but not less perniciously. 


this we had a memorable example in 1825, ae 
when the speculations in cotton (specula- 
tions which can be distinctly traced to an ~ 


extension of the paper system in Europe 
and America,) caused much corn to be u 


rooted that cotton might be planted in its 5 


place. The.consequence was, a glut of cot- 
ton in the next year, and a scarcity of corn 
in some districts of the south. 

But, increase of bank medium has the 
most obvious effect on real estate, as that 
varies most slowly in value from natural 
causes. Whenever the banks make money 
plenty, speculation in real estate is excited, 
because men are very desirous to possess 
that which will afford them a permanent 
revenue. As the custom is to pay only 
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part of the price agreed upon, and give 
mortgages for the remainder, a small increase 
of bank issues produces a considerable rise 
in the price of immovable property. In 
Philadelphia and some other large towns, it 
is the practice with many not to give any 
money when they purchase building lots, 
but contract to pay a specified sum annu- 
ally, by way of ground-rent. ‘Thus, when 
the currency is plentiful, men enter into 
obligations, binding themselves and _ their 
heirs t0 pay perpetual annuities : which an- 
nuities, when the currency becomes scarce, 
sweep away half or all their earnings. 

A four-story house on Market street, the 
erection of which cost ten thousand dollars, 
about the time of the last war, was offered 
for sale some years afterwards for five dol- 
lars. Nobody would take it at this price, 
because the rent the house would bring was 
not equal to the und-rent. A few fur- 
longs higher up this street, several three- 
story houses were bought for a dollar apiece; 
and the purchaser did not get, for rent of 
houses and ground together, as much as he 
had, a few years previous, bargained to 
receive for the ground alone. 

In the less commercial parts of the town, 
many mechanics took lots on ground-rent, 
and invested their little savings in houses, 
which they hoped would be the property 
of themselves and of their children after 
them. The bank issues were contracted; 
and these hard-working men lost the nett 
proceeds of many years of industry and 
economy. 

Now, the owners of the ground medi- 
tated no injustice towards these mechanics. 
When they fixed the rent of the lots, they 
supposed they were asking no more than 
they were worth in perpetuity; and the me- 
chanics supposed they were agreeing to pay 
no more than they were worth. Their value 
was correctly estimated, but in a debased 
eurrency. If the landlords had abated part 
of their demand, when a fall of prices took 
place through the enhancement of the cur- 
rency, ner would have acted on principles 
different from those which usually govern 
men of business. 

For more than a century it had been the 

tice with men of limited means to lease 
ots on perpetual ground-rent, erect houses 


thereon, and give mortgages for so much of 


the cost of building as they could not defray 
without borrowing. There was little risk 
in entering into these obligations, as both 
the ground and the buildings rose in value 
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with increase of capital and population. In 
each succeeding year a portion of the debt 
was paid off, and the mechanic had, at the 
end of no long period, the satisfaction of 
calling his house his own. ‘The mechanics 
whose melancholy fate we have recorded, 
were acting on a method which had been 
successfully pursued from the first settlement 
of the country. ‘Their only misfortune was, 
being ignorant of the principles of currency, 
and having rulers as ignorant as themselves. 

In all parts of the Union, except New 
England, property passed in the same man- 
ner from those who had an equitable to 
those who had only a legal claim to it.— 
Farms rose in price from fifty to a hundred 
per cent., and sunk again as rapidly as they 
had risen. ‘Thousands were reduced to po- 
verty, and a few rose to wealth on the ruin 
of their neighbors. 

It may be said that we are only describ- 
ing the effects of a suspension and a resump- 
tion of specie payments. ‘To this it is suffi- 
cient to reply, that occasional suspensions 
of specie payments are necessary incidents 
of the banking system. ‘Those who fancy 
that the Bank of the United States would be 
able to continue specie payments in time 
of war, forget the fate of the more powerful, 
Bank of England. ‘Twice in the midst of 
profound peace, has this very Bank of the 
United States been on the verge of suspend- 
ing specie payments; and the Bank of Eng- 
land itself was, in 1825, saved from bank- 
ruptcy only by the intervention of a Sunday, 
and by an unexpected supply of gold from 
the continent. 

Suspensions and resumptions of specie 
payments only make the effects of contrac- 
tion and expansion more obvious. The 
money of the country is paper money now, 
as it was in 1815 and 1816. Its *‘con- 
vertibility” fixes limits on its expansion ; 
but frequent contractions are necessary to 
keep it “convertible,”’ and these expansions 
and contractions are followed by very per- 
nicious consequences. 

As in the case of all public evils, the 
system bears with the most hardship on 
the poor. The rate of wages is, as we 
have seen, the last thing that is affected by 
an expansion; and one necessary conse- 
quence of a contraction is, to deprive some 
men of employment. If a rich man cannot 
sell his merchandise to-day, he ean sell it 
to-morrow ; and if he cannot sell it for full 
price, he can sell it for half-price. But la- 
bor is the poor man’s only commodity. If 
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he cannot sell it to-day, it is lost to him 
forever. 

The substantial capitalist is a frequent loser, 
though sometimes a gainer, by these fluctua- 
tions. If his capital is small, and his eredit 
in proportion, it is with difficulty he escapes 
from total ruin in times of contraction. 

The reckless speculator, who has no capi- 
tal of his own, but who operates extensively 
on the capital of other people, has much 
cause to be well pleased with the system. If 
a loss is sustained by a fall of prices, the loss 
falls on his creditors, for he has nothing to 
lose. If there is a eo through a rise of 
prices, the gain is all his own. 

If the speculator is a bank ‘director, or a 
favorite with bank directors, happy is his lot. 
Is there a scarcity of money? It affects not 
him. Money is made more scarce with other 
men, that it may be plenty in his pockets.— 
Whatever may be the condition of others, he 
is enabled to meet his engagements, and to 
support his credit. He has the means of 
purchasing the goods and real estate of dis- 
tressed debtors at reduced prices, and of hold- 
ing them till prices rise again. A year sel- 
dom passes over without an opportunity of 
this kind oceurring, and such opportunities 

sometimes oceur several times in the course 
of a single year. 

In the facility with which these speculators 
can obtain loans in troublous times, they have 
another source of profit. In some seasons, 
they make more gain by diseounting notes out 
of doors, at two, three, and four per cent. a 
month, than the banks of a city acquire by 
their regular operations. A ‘* go-between”’ 
usually manages these transactions, and the 
speculator, though generally suspected, can- 
not be proved to be a usurer: but instances 
have been known of directors following un- 
successful applicants for ‘‘ renewals of accom- 
modation out of the banking-house, and then 
discounting their notes for an extortionate 
premium. In times of ‘* expansion,’”’? men 
are invited to receive ‘‘ accommodations” 
from the banks ; and in time of ** contraction,” 
these ‘* aceommodations”’ are made the in- 
struments by which they are fleeced of their 
property. 

Much is said against lotteries, and they are 
certainly great evils. But a lottery, if there 
is no fraud on the part of the managers, is 
perfect fairness when contrasted with some 
of our commercial operations. Some must 
gain, and some must lose, in every lottery: 
but if it is fairly conducted, the chances of 
Joss and gain are equal to all adventurers. — 
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In the present great game of banking, in 
which the fortunes of the whole community 


are the stakes, the very nature of the game __ 


ives great advantages to the managers, 

“J It A reply to this to say, thet beads di- 
rectors are too high-minded to make an im- 
proper use of their opportunities for making 
money. Bank directors are like other men 
—some of them good, and some of them 
bad. ‘The great majority of them are worthy 
of all respect as private citizens; bute 
they must, if they are candid, admit that the 
system gives great advantages to some mem- 
bers of the community over others; and it is 
of the sys/em that we are treating. 


Nor is this view of the subject altered by 


the fact, that all the favorites of banks do not 
become men of great wealth. They have 
great advantages in the great game of society, 
but there is a by-game among themselves, 
and one speculator wins from his fellow-— 
speculator what the latter had gained from the 
people at large. : . 

Besides this, they are affected, in comm 
with other men, by the various banking pro- 
cesses which make business in generale 
uncertain as to baffle all calculation. These 
affect all classes of society. These placeus 
all astride of the see-saw of fortune. Now 
we go up, and now we go down. The fate 
of the frequenters of the Parisian gaming 
house is hardly more uncertain. 

These vicissitudes of fortune are most 
striking in the cases of men of a bold turn of 
mind, who commence life without capital, 
and who, not satisfied with the gain acqui 
by a few years of successful speculation, con- 
tinue their operations till fortune turns against 
them. But the regular merchant, the plod- 
ding mechanic, and the pains-taking farmer, 
are not exempted from similar vicissitudes. — 
It is said that in one of the most commer- 
cial streets of Philadelphia, there were, a few 
years ago, but three or four mercantile houses — 
of twenty years’ standing, which had not 
broken once or oftener, been compelled to 
ask for an extension of credit, or been in 
some way seriously embarrassed. When we 
consider that the same causes are now in 
operation, how many of our present commer- 
cial houses may we hope will remain unem- 
barrassed for twenty years to come? No 
doubt many men will, in that period, retire 
from business, with handsome estates: but 
of such as shall continue operations for 
twenty years, how many will escape the vi- 
cissitudes which the present system of things 
entails on the community? 
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THE VETO. 
We gave notice in our first number, that it was 
no of our intention to lumber our columns 


with heavy documents. But the President’s late 
message is not a heavy document. It has the 
rare merit, for an American state paper, of not 
being inordinately long. Most of our readers must 
have already perused it in some of the daily or 
weekly newspapers; but we give it a place in 
this Journal, as it will be wanted hereafter for 
reference. 

The doctrines of the message have called forth 
the most violent denunciations from the organs of 
the stock jobbing interest. 

We observed in our last, that the Sub-Treasury 
act having been repealed, and a veto having been 

on the Fiscal Bank bill, “ the result is the re- 
vival of the pet bank system, the worst of all pos- 
sible systems.” ‘The new pet bank systetn will, 
however, it may be hoped, be only @ temporary 
evil. The Fiscal Bank, if the stock should have 
been taken, if it could have been brought into 
successful operation, and if the act to establish it 
could not have been repealed, would have been 
a permanent evil. 





THE BANKS! THE BANKS! 


We sometime ago gave a hint to the Boards of 
Directors of each and every of our nine hundred 
banks, that they ought to pass resolutions to sup- 
ply each of their own number, and each President 
and each Cashier, with one copy of the Journal 
of Banking. 

Will the reader believe it? Not a single bank 
has complied with this very reasonable request! 
We have, indeed, Bank Presidents and other 
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bank officers on our list of subscribers, and some 
banks have, in their corporate capacity, subscribed 
for one copy each of the Journal; but not one 
Board of Directors, that we can hear of, has passed 
the resolution we so respectfully submitted for their 
consideration. 


One Bank President informs us that he brought 
the subject before his board: but they said, “ No, 
no. The editor of the Journal of Banking is op~ 
posed to banks: and we are for them. We will 
not subscribe.” We told the President, that we 
could not see why difference of opinion on certain 
points, should prevent a man’s subcribing. It 
might be of interest to him to know what the 
principles of banking are, as we understand them, 
and our facts are of great importance. “We 
wish,” said the Bank President, “to have noth- 
ing to do with either your facts or your princi- 
Pp es,” 

Here is gratitude! Here are we endeavoring 
to elucidate the principles of banking, in such a 
way as to make them intelligible to the humblest 
capacity, and yet the banks wish to have nothing 
to do with our principles! 


Does any bank officer wish to immortalize him- 
self, as Levis has done? Here we are ready, with 
pen in hand, to record all his feats of daring in 
finance ; and yet the banks wish to have nothing 
to do with our facts! 





“ THE CREDIT SYSTEM.” 


Part of the policy of the supporters of the pre- 
sent inequitable paper money system, has been 
to dignify it with the title of “ The Credit Sys- 
tem,” —as if there could be no credit except that 
which is founded on promises which are often 
made only to be broken. Another part of their 
policy has been to represent the friends of hard 
money as opposed to credit in every shape and 
form. Such as have been deluded s their mis- 
representations should read candidly the seventh 
and eighth chapters of the “ Inquiry,” which will 
be found on subsequent pages of this number. As 
they read them, let them bear the fact in mind, 
that they were written nearly ten years ago, and 
then not to meet any exigency which grew out 
of political controversy. 

At that time, it will be seen, that from six to 
eight hundred persons annually took the benefit 
of the insolvent laws in Philadelphia. Now we 
have increased the number to about fourteen 
hundred. 
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MESSAGE 
From the President of the United States, 
RETURNING WITH HIS OBJECTIONS, THE BILL TO 
INCORPORATE THE FISCAL BANK OF THE UNITED 
STATES. 


To the Senate of the United States :— | 

The Bill entitled “An act to incorporate the 
subscribers to the Fiscal Bank of the United 
States,” which originated in the Senate, has been 
considered by me, with a sincere desire to conform 
my action in regard to it, to thatof the two houses 
of Congress. By the constitution it is made my 
duty either to approve the bill by signing it, or to 
return it with my objections to the House in which 
itoriginated. I cannot conscientiously give it my 
approval, and I proceed to discharge the duty re- 
quired of me by the constitution, to give my rea- 
son for disapproving. 

The power of Congress to create a National 
Bank to operate per se over the Union, has beena 
question of dispute from the origin of our Govern- 
ment. Men most justly and deservedly esteemed 
for their high intellectual endowments, their vir- 
tue, and their patriotism, have, in regard to it, en- 
tertained different and conflicting opinions. Con- 
gress have differed. The approval of one Presi- 

ent has been followed by the disapproval of ano- 
ther. ‘The people, at different times, have acqui- 
esced in decisions both for and against. ‘he 
country has been and still is, seer agitated by 
this unsettled question. It will suffice for me to 
say, that my opinion has been uniformly proclaimed 
to be against the exercise of any such power by 
this Government. On all suitable occasions, du- 
ring a period of twenty-five years, the opinions 
thus entertained have been unreservedly ex- 
pressed. I declared it in the Legislature of my 
native State. In the House of Representatives 
of the United States it has been openly vindicated 
by me. Inthe Senate chamber, in the presence 
and hearing of many who are at this time mem- 
bers of that body, it has been affirmed and re-af- 
firmed, in speeches and reports there made, and 
by votes there recorded. In popular assemblies I 
have unhesitatingly announced it; and in the last 
public declaration which [ made, and that but a 
short time before the late Presidential election, I 
referred to my previously expressed opinions as 
being those then entertained by me. 
ith a full knowledge of the opinions thus en- 
tertained and never concealed, I was elected by 
the people Vice President of the United States. 
By the occurrence of a contingency provided for 
by the constitution, and arising aden an impres- 
sive dispensation of Providence, I succeeded to 
the Presidential office. Before entering on the du- 
ties of that office, | took an oath that I would 
“ preserve, protect, and defend the Constitution of 
the United States.” Entertaining the opinions 
alluded to, and having taken this oath, the Senate 
and the country will see that I could not give m 
sanction toa measure of the character described, 
without surrendering all claim to the respect of 
honorable men—all confidence on the part of the 
people—all self respect—all regard for moral and 
religious obligations, without an observation of 
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which no government can be rous, and no 
people can be happy. It would be to commita 
crime which I would not wilfully commit to gain 
any earthly reward, and which would justly sub- 
ject me to the ridicule and scorn of all virtuous 
men. 

I deem it entirely unnecessary at this time, to 
enter upon the reasons which have brought my 
mind to the convictions I feel and entertain on this 
subject. They have been over and over again 
repeated. If some of those who have preceded 
me in this high office have entertained and avowed 
different opinions, I yield all confidence that their 
convictions were sincere. I claim only to have 
the same measure meted out to myself. Without 
going further into the argument, I will say that, 
in looking to the powers of this government to 
collect, safely keep, and disburse the public reve- 
nue, and incidentally to regulate the commerce 
and exchanges, I have not been able to satisfy 
myself that the establishment by this government 
of a bank of discount, in the ordinary acceptation 
of that term, was a necessary means, or one de- 
manded by propriety to execute those powers.— 
What can the local discounts of the bank have 
to do with the collecting, safe keeping, and dis 
bursing of the revenue? So far as the mere dis- 
counting of paper is concerned, it is quite imma- 
terial to this question whether the discount is ob- 
tained at a state bank or a United States bank,— 
They are both equally local—both beginning and 
both ending in a local accommodation. What in- 
fluence have local discounts, granted by any form 
of bank, inthe regulating of the currency and the 
exchanges? Let the history of the late United 
States Bank aid us in answering this inquiry? 

For several years after the establishment of that 
institution, it dealt almost exclusively in local dis- 
connts, and during that period the country was, 
for the most part disappointed, in the consequences 
anticipated from its incorporation, A uniform cur- 
rency was not provided, exchanges were not regu- 
lated, and little or nothing was added to the gene- 
ral circulation: and in 1 its embarrassments 
had become so great, that the directors petitioned 
Congress to repeal that article of the charter which 
made its notes receivable everywhere in payment 
of the public dues. It had, up to that period, dealt 
to but a very small extent in exchanges, either 
foreign or domestic, and as late as 1823, its ope- 
rations in that line amounted to a little more than 
seven millions of dollars, per annum. A very rapid 
augmentation, soon after occurred, and in 1833 its 
dealings in the exchanges amounted to upwards of 
one hundred millions of dollars, including the sales 
of its own drafts: and all these immense transac- 
tions were effected without the employment of ex- 
traordinary means, The currency of the country be- 
came sound, and the negotiations in the exchanges 
were carried on at the lowest possible rates. The 
circulation was increased tomore than $22,000,000, 
and the notes of the bank were regarded as equal to 
specie all over the country; thus showing almost 
conclusively, that it was the capacity to deal in 
exchanges, and not in local discounts, which fur- 
nished these facilities and advantages, It may be 


remarked, too, that notwithstanding the immense 
transactions of the bank in the purchase of ex- 
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change, the losses sustained were merely nominal ; 
while in the line of discounts the suspended debt 
was enormous, and proved most disastrous to the 
bank and the country. Its power of local discount 
has, in fact, proved to be a fruitful source of favor- 
itism and corruption, alike destructive to the pub- 
lic morals and to the general weal. 

The capital invested in banks of discount in the 
United States, created by the States, at this time, 
exceeds $350,000,000 ; and if the discounting of 
local paper could have produced any beneficial 
effects, the United States ought to possess the 
soundest currency in the world; but the reverse 
is lamentably the fact. 

Is the measure now under consideration of the 
objectionable character to which I have alluded? 

It is clearly so, unless by the 16th fundamental 
article of the 11th section it is made otherwise. 
That article is in the following words :-— 

“ The directors of the said corporation shall es- 
tablish one competent office of discount and de- 
posit in wnee® in which two thousand shares 
shall have been subscribed, or may be held, when- 
ever, upon application of the legislature of such 
state, Congress may by law require the same.— 
And the said directors may also establish one or 
more competent offices of discount and deposit 
in any territory or district of the United States, 
and in any state, with the assent of such state, and 
when established, the said office or offices shall be 
only withdrawn or removed by the said directors 
prior to the expiration of this charter, with the 
previous assent of Congress. 

“Provided, in respect to any state which shall 
not, at the first session of the eolslature thereof, 
held after the passage of this act, by resolution 
or other usual legislative proceeding, uncon- 
ditionally assent or dissent to the establishment of 
such office or offices within it, such assent of the 
said state shall be thereafter presumed: And pro- 
vided, nevertheless, That whenever it shall be- 
come necessary, and proper for carrying into exe- 
cution any of the powers granted by the constitu- 
tion, to ‘establish an office or offices in any of the 
states whatever, and the establishment thereof 
shall be directed by law, it shall be the duty of 
the said directors to establish such office or offi- 
ces accordingly.’” 

It will be seen by this clause that the directors 
are invested with the fullest power to establish a 
branch in any state which has yielded its assent; 


and having once established such branch, it shall 


not afterwards be withdrawn, except by order of 
Such assent is to be implied, and to 

have the force and sanction of an actually ex- 
assent, “ provided in respect to any state 

which shall not at the first session of the legisla- 
ture thereof, held after the passage of this act, by 
resolution or other usual legislative proceeding, 
unconditionally assent or dissent to the establish- 
ment of such office or offices within it, such assent 
of such state shall be thereafter presumed.” The 
assent or dissent is to be expressed unconditionally 
at the first session of the Legislature, by some 
legislative act, and if not so expressed, 

its assent is to be implied, and the directors are 
thereupon invested with power, at such time there- 
efter as they may please to establish branches, 


Fa 


which cannot afterwards be withdrawn except by 
resolve of Congress. 

No matter what may be the cause which may 
operate with the Legislature, which either pre- 
vents it from speaking or addresses itself to its 
wisdom, to induce delay, its assent is to be implied, 
This iron rule is to give way to no circumstances 
—it is unbending and inflexible. It is the lan- 
guage of the master to the vassal—an uncondi- 
tional answer is claimed forthwith: and delay, 
postponement, or incapacity to answer, produces 
an implied assent which is ever after irrevocable. 
Many of the state elections have already taken 
place, without any knowledge, on the part of the 
people, that such a question was to come up. The 
representatives may desire a submission of the 
question to their constituents preparatory to final 
action upon it, but this high privilege is denied, 
whatever may be the motives and views enter- 
tained by the people to induce delay, their assent is 
to be a lhe is ever afterwards binding, un- 
less their dissent shall be unconditionally expressed 
at their first session, after the passage of this bill 
into a law. ‘They may by formal resolution, de- 
clare the question of assent or dissent to be unde- 
cided and postponed, and yet in opposition to their 
oa declaration to the contrary, their assent is 
to be implied. Cases innumerable might be cited 
to manifest the irrationality of such an infer- 
ence. Let one or two in addition, suffice. The 
popular branch of the Legislature may express 
its dissent by a unanimous vote, and its reso- 
lution may be defeated by a tie vote in the 
senate, ar yet the assent is to be implied. Both 
branches of the Legislature may concur ina reso- 
lution of decided dissent, and yet the Governor 
may exert the veto power conferred on him by the 
state constitution, and their legislative action be 
defeated ; and yet the assent of the legislative au- 
thority is implied, and the directors of the con- 
templated institution are authorised to establish a 
branch or branches in such state whenever they 
may find it conducive to the interest of the stock- 
holders to do so; and having once established it, 
they can under no circumstances withdraw it, ex- 
cept by act of Congress. The state may after- 
wards \ goes against such unjust inference, but 
its authority is gone. Its assent is implied by 
its failure or inability to act at its first session, 
and its voice can never afterwards be heard. To 
inferences so violent, and as they seem to me irra- 
tional, 1 cannot yield my consent. No court of 
justice would or could sanction them, without re- 
versing all that is established in judicial proceed- 
ing, by introducing presumptions at variance with 
fact, and inferences at the expense of reason. A 
state in a condition of duress would be presumed 
to speak, as an individual, manacled and in prison, 
might be presumed to be in the enjoyment of free- 
dom. Far better to say to the states boldly and 
frankly—Congress wills and submission is de- 
manded. 

It may be said that the directors may not estab- 
lish branches under such circumstances. But this is 
a pers of power, and this bill invests them with 
full authority todoso. Ifthe te of New 
York or Pennsylvania, or any other state, should 
be found to be in such condition as [ have supposed, 
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could there be any security furnished against such 
a step on the of the directors? Nay, is it not 
fairly to be presumed that this proviso was intro- 
duced for the sole purpose of meeting the contin- 
gency referred to? Why else should it have been 
introduced? And I submit it to the Senate,— 
Whether it can be believed that any state would 
be likely to sit quietly down under such a state 
of things? Ina great measure of public interest 
their patriotism may be successfully appealed to, 
but to infer their assent from circumstances at war 
with such inference, I cannot but regard as calcu- 
lated to excite a feeling of fatal enmity with the 
ice and harmony of the country. J must there- 
, regard this clause as asserting the power to 
be in Congress to establish offices of discount in 
a state, not only without its assent but inst 
its dissent: and so regarding it, [ cannot sanction 
it. On general principles the right of Congress 
to prescribe terms to any state, implies a superiori- 
ty of power and control, deprives the transaction of 
all pretence to compact between them, and termi- 
nates, as we have seen, in the total abrogation of 
freedom of action on the part of the states. But 
further, the state may express, after the most sol- 
emn form of legislation, its dissent, which ma 
from time to time thereafter be repeated, in full 
view of its own interest, which can never be sepa- 
rated from the wise and beneficient operation of 
this government, and yet Congress may, by virtue 
of the last proviso, overrule its law, and upon 
grounds which, to such State, will appear to rest on 
a constructive necessity and propriety, and nothing 
more. [ rd the bill as asserting for Congress 
the right to incorporate a United States Bank with 
sme and right to establish offices of discount and 
eposit in the several States of this Union with or 
without their consent, a principle to which I have 
always heretofore been opposed, and which can 
never obtain my sanction. And waiving all other 
considerations growing out of its other provisions, 
I return it to the house in which it originated 
with these my objections to its approval. 
JOHN TYLER. 
Washington, August 16, 1841. 


BILLS OF SUSPENDED BANKS. 


In different parts of Georgia, the people are 

ing resolutions to receive the bills of suspend- 

ed banks, at only their current or market value. 

The movement commenced at Macon, and is 

called the “ Macon specific.” ‘The following no- 
tice appears in the Augusta Chronicle : 

“* Public Notice.—In consequence of the great 
inconvenience and loss attending the circulation 
of a depreciated and fluctuating currency; be- 
lieving it to be the interest equally of the planter, 
as of the merchant, to have a sound currency of 
uniform value; and believing that this can be se- 
cured only by encouraging the circulation of the 
notes of such banks as pay specie for their issues, 

ptly, to all demands; and also believing that 
it will result to the material interest of the whole 
State; by reducing the price of merchandise, and 
enabling the planter to receive a sound circulating 
medium for his crop, the undersigned, merchants, 


factors and citizens of Augusta, have determined 
that from the opening of the fall market, for the 
present growing crop, say after the first of Octo- 

ber next, they will not receive in payment, or pay 

out, the bills of any of the suspended banks, ex- __ 
cept at their current market value, taking the 
bills of specie paying banks as the standard. 
[Signed by 134 commercial firms, factors and 
citizens of Augusta. ] i 
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NEW HAMPSHIRE. a 


The Legislature of New Hampshire, at its last 
session, passed an act prohibiting any Bank Diree- _ 
tor from being indebted to the bank of which he 
is Director, for a greater amount than fifly per 
cent. of the stock he may hold: and any Cashier — 
of any bank, from being indebted to said bank, in 
any manner whatever, except upon his bond given _ 
for the faithful performance of his duty as said  —S_<* 
Cashier. a. 

If any director of any bank in New Hampshire, __ 
being a subscriber to this Journal, wishes to bor= _ 
row more than the Act of Assembly allows, we 
can inform him how he can accomplish his object, 
without infringing the law. Letters, post paid, 
will be ee attended to, and regarded as strictly — 
confidential. 7 
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TO THE PHILADELPHIA READER. 


GenTLe Reaper,— 

When you next walk up Chesnut street, please 
to cast a glance at the house belonging to the es 
tate of the late Pierce Butler, at the north-west — 
corner of Chesnut and Eighth streets. Do not 
pretend you cannot see it. It is one of the most — 
stately mansions in the city; and has, on the palin 
and north, a spacious and beautiful garden. 

That house was bnilt by an English gentleman, 
yh te seg de) pa him to this country — 
eighty thousand pounds sterling. He speculated — 
ie Metis and Nicholson ee He leat his all. ¥ 
He spent his last years in the Alms-house; and _ 
there he died. ie 

Now, reader, from this take warning. If you 
have eighty thousand pounds sterling, or eight Ee 
thousand pounds currency, or eighty thou ind 
dollars, or eighty thousand cents, or eighty thous- — 
and mills, be cautious in what manner you make — 
your investments, 
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BANKS AS CORPORATIONS. . 


In this number, we commence a chapter on 


banks as corporations, In it is found the remark, 
“that corporations are so powerful as frequently 
to bid defiance to government.” How many ex- 
amples have we had of this truth since that sen- 
tence was penned. 


jG» The dissertation on “Tur True Prenet- 
PLES OF CoMMERCIAL BANKING,” is continued on 
the next page, 
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Secrion LV. 


In our own country banking has never been 
conducted on purely commercial principles. The 
very commencement of the system with us placed 
it on a wrong foundation. 


There is reason to believe that the whole of the 
original capital of the Bank of North America 
was furnished by the Government. It is certain 
that its notes were received in payment of taxes, 
and equally certain that thereby a greater de- 
mand was created for them than the mere pur- 
poses of commerce required. The supply was, 
of course, made to equal the tax-paying as well as 
the commercial demand; and the consequence 
was that the due proportion of currency to com- 
modities was not preserved. The abundance of 
bank issues excited the spirit of speculation. But 
as a Jarge part of these issues were not based on 
commodities, the bank was, when the time for re- 
deeming them arrived, forced to make a great 
and sudden pressure on the community, whereby 
an excitement was produced which was near de- 
priving the said bank of alf future power to do 
either good or evil. 

The framers of the Federal Constitution intend- 
ed that we should have a hard money government; 
and the first revenue law that was passed, seemed 
to be so framed as to carry this intention into effect. 
It declared explicitly that all duties imposed by 
the act should be paid “in gold and silver coin 
only.” Words could not be more plain. But 
the first Secretary of the Treasury (strange as 
it may seem) construed these words so as to 
allow bank notes having not more than thirty 
days to run to be received in payment. Hisnext 
proceeding was (without any authority from 
law) to deposit these notes in the banks, and 
leave the country without the independent trea- 
sury contemplated by the Constitution. He then 
proceeded to organize a bank with certificates of 
public debt for its capital; and by thus complet- 
ing the union between Bank and State, exposed 
currency and credit to all the evils incident to 
derangements in our fiscal operations. 


This state of things lasted till the year 1811, 
when this union was dissolved by the expiration 
of the charter of the first United States Bank, but 
only that a new union might be formed with cer- 
tain State Banks selected as depositories of the 
public funds. 
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War was declared in 1812, and, in utter defi- 
ance of all correct principles of finance, attempts 
were made to carry it on by means of loans of 
bank notes, instead of drawing on the real re- 
sources of the country. The consequence was, 
that all the banks which made such loans were 
forced to suspend specie payments, and the very 
capacity of the Government to borrow in the 
regular way, was exhausted in little more than 
two years, and when it had thus borrowed little 
more than forty-five million dollars, or little more 
than three per cent. per annum of what was then 
the gross income of the people. 


Then came peace, and a mode of financiering 
was adopted, the main principle of which consist- 
ed in exchanging treasury notes, many of which 
bore interest, for bank notes and bank credits 
which bore no interest. This admirable policy 
induced the banks still further to depreciate the 
currency by additional emissions, and though the 
treasury was thus made to overflow, it overflowed 
with money, if money it might be called, which 
could answer the purposes of neither the Govern- 
ment nor the people. 


The evils of this state of things were intolera- 
ble: but instead of attempting to correct them, by 
putting in force the existing laws, a new National 
Bank must be established with a paper capital, is- 
suing paper receivable in dues to Government. 
Specie payments were then restored, but in such 
a way that the resumption was worse than the 
suspension. 

In 1821, the rates of exchange in the Middle 
States were brought into something like regu- 
larity; but as industry was prostrated, and enter- 
prize piralyzed, there was no such increase of 
commodities as to require an increase of currency. 
The Bank of the United States, however, sought 
to find employment for its now, as was thought, 
well established credit, in a loan of four millions 
to Government. The consequence of this depart- 
ure from true banking principles, was an excite- 
ment of the spirit of speculation, which was fol- 
lowed in the next year by a fall of prices and by 
numerous bankruptcies. 4 

In 1824, the Bank of the United States repeat- 
ed its error by making a loan of ten millions to 
Government; and this it really was which, in the 
next year, brought it and all the other banks in 
the country, to the very verge of suspending 
specie payments. 
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ious, correspond very nearly, in their primi- 
tive acceptation, with idea and Veal, the two lat- 
ter being derived (the Doctor says) from a Greek 
word hick has the same signification as the 
Latin radical of species. The original applica- 
tion which philosophers made of these terms, was 
strikingly indicative of their affinity of meaning ; 
species being, in the science of logic, a special 
idea, and sometimes denoting mere appearance 
to the senses, or mere visible or sensible repre- 
sentation. ‘The Reverend Doctor is decidedly of 
opinion that, for purity of language, with which 
purity of morals is closely connected, it is neces- 
sary to restore the primitive sense of the word 

ie, if not the primitive spelling. All analogy 
is shocked by the vulgar use of this dissyllable; 
the true meaning of which is, however, still re- 
tained in its cognates specious and speciously, 

Nothing could be more lucid than the reverend 
gentleman’s illustrations ; and his arguments were 

ectly conclusive. ‘This encouraged me to ask 
im the true meaning of the word bullion. He 
said it was a downright vulgarism which few 
scholars thought worthy of any attention. The 
French word dillon, a kind of base metal or base 
coin, was evidently related to it; but it was alto- 
ther too base a word to have an etymon in re- 
spectable Greek or Latin. Its root, if to be found 
anywhere, was, perhaps, to be found in bulla, a 
word of the corrupt Latin of the middle ages,* 
which word might be rendered into English by 
either ball or bubble, a bubble being literally a 
little hollow ball. ‘ Recollecting,” continued the 
Reverend Doctor, “the connection there is be- 
tween bullion and the bu//s of the Roman see, I 
never hear the word mentioned without experi- 
encing the most painful emotions. The Popish 
edicts take their name of bulls from a little ball 
of gold attached to each, called bud/a in monkish 
Latin. Hence the English word bullion. The 
bare sound makes me tremble, for it immediately 
causes my mind to revert to the little balls of gold 
attached to the Popish bulls, thence to the con- 
tents of those bulls, and thence to the horrible de- 
igns many entertain of subverting our Protestant 
ies by bringing in the Pope, and it may be 

the Pretender also.” 

‘Well may you tremble, my beloved pastor. 
The evident intention of the hard-money men is 
to bring us back to the condition of the dark ages. 

Wednesday. 1 was early at bank this morn- 
ing, for this is the day for preparing our annual 


return tothe Legislature. Cashier mm trouble,—\, 


circulation above a million—gold and silver coin 
in vaults of too small an amount to be mentioned 
suai: to particular friends. Asked cashier if h 

could not borrow from other banks for the day, to 
be paid back to-morrow. Said he had alread 

borrowed as much as he could from every bank 
and broker for five miles round, and that to get 
what he had got, he had been obliged to promise 
to pay bagk to-day instead of to-morrow, and also 
to lend every pistareen he had to three several 





* It is with great diffidence we venture to dissent from so 
high an authority as Dr. McThwackem, but we must be per- 
to observe that the word bulla is used by Virgil, and 

other writers of the Augustan age.—Eps. or Dem. Review. 
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banks in succession, before three o’clock this after- 
noon. How very embarrassing these returns to 
the Legislature sometimes prove! I wished to 
know if the difficulty could not be got over in the 
old and approved way of putting specie and specie 
funds together, and including bills of exchange 
among the latter; but learned that the directors 
had taken out so much money on various memo- 
randa, purporting to be promises to pay on de- 
mand, that the bank had not been able, during the 
last six months, to purchase a single real bill of 
exchange. One of the board suggested that the 
notes of other banks on hand, ant sums due from 
other banks, being as good as specie, might be 
put down as specie. Caghier said if he took’ too 
much from these accounts, the return, though it 
would look very fair in the eyes of the Legisla- 
ture, might excite suspicion in the minds of “ great 
financiers” in other banking institutions. Be- 
sides this, as a conscientious man, he should not 
like to swear to such an account. Mentioned to 
cashier my conversation of last evening with his 
beloved pastor and mine. The whole board loud 
in their praise of the Rev. Dr. McThwackem’s 
iety and patriotism; but cashier, though perfect- 
y satisfied that there is a Popish plot at the bot- 
tom of the schemes of the hard-money men, a lit- 
tle dubious as to the true meaning of the word 
specie. Said, however, that if he could be con- 
vinced that specie meant much the same as spe- 
cious and speciously, he could make out a very 
fair account, for then he could include the memo- 
randa checks of the directors among the specie. 
Sent for Webster’s large dictionary, and read 
to cashier the following explanations of the word, 
omitting the first, second, fourth, eighth, ninth, 
and tenth meanings, they not being essential : 


“Species [L. from specio, to see.] 

“3. In /ogic, a special idea, corresponding to 
the specific distinction of things in nature.” 

“5. Appearance to the senses; visible or sen- 
sible representation. 

“6. Representation to the mind. 

“7, Show; visible exhibition.” 


Cashier perfectly satisfied, except as to whe- 
ther species and specie were not different words; 
therefore read to him a@ part of what Webster 
‘says under the eighth head, namely, 

“In modern practice this word is contracted in- 
to specie.” 

Cashier convinced, and at the same time de- 
lighted. Says he shall never more have any dif- 
ficulty in making up his annual returns. Mecne. 
randa checks are the real specie; for, if they 
are not “a special idea,” they are certainly “an 
appearance to the senses—a visible or sensible re- 
presentation—-a representation to the mind—a 
show—a visible exhibition.” 

Mr. Snatchpenny proposed that, to make the 
specie in our bank a round half million, we should 
each take up an additional amount on memoran- 
da checks, allowing the cashier to share equally 
with the directors. Nothing could be fairer, and 
the conscientious scruples of cashier being entire- 
ly removed, he went immediately before a magis- 
trate and made oath to the return, agreeably to 
the provisions of our charter. 
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The banks have in three months, reduced their 
immediate liabilities upwards of four millions of 
dollars. ‘This may have been caused in part by 
the dullness of business in New Orleans during 
the summer season. And it may have been oc- 
casioned in part by the disposition some of the 
banks may have to resume specie payments. 





BANK FAILURES. 


An injunction has been served on the Bank of 
Mineral Point, Wisconsin, and, according to the 
Galena Advertiser, the concern closed. 

The Bank of Steubenville, Ohio, suspended 
banking operations on the 11th ult., and assigned 
all its effects to three trustees, to collect all dues 
and pay al] demands as speedily as possible. 

The Ohio Statesman says that the Bank of 
West Union, in that’ State, “is at last closed, and 
hundreds of thousands of its bills have been thrown 
on the hands of the holders as worthless.” 

Injunctions have been served on the Chatahoo- 
chie Rail Road, and Bank of Columbus, Georgia. 

The Union Bank of Montreal, broke, at its 
agency in Wall street, New York, on Wednes- 
day, August 27th. A considerable quantity of its 
notes were, as is usual in such cases, in the hands 
of the laboring population. 





BANK DEFAULTS. 


We stated in our last, that no doubt Mr. Ball, 
the absconding Cashier of the Fayetteville branch 
of the State Bank of Arkansas, was of a highly 
epoca family, as well as Mr. Town, the de- 
faulting teller of the Jacksonville branch of the 
State Bank of Illinois. 

Our conjecture has been verified. The editor 
of a journal published at West Chester, Pennsyl- 
vania, states that Mr. Ball is a native of Newcas- 
tle county, Delaware. He studied law in the 
office of Mr. Darlington, in West Chester, and so 
excellent was his conduct and character while 
residing in that borough, that the editor thinks 
there must be some mistake in what is related of 
his doings in Arkansas. 

There may be more than one man in the coun- 
or bearing the name of Wm. McK. Ball. And 
all bearing the name may at one time have borne 
a good character, and been correct in principle. 
But as our American banking system is the most 
efficient of all systems in converting honest men 
into rogues, they may all have fallen victims to 
its demoralising influences. 

There is no mistake about the character of the 
eines in Arkansas, whoever was the author of 

em. 


Farrington, or Harrington, (the newspapers 
spell the name in both ways,) the late President 
of the Gallipolis Bank, created quite an excite- 
ment in the towns through which he passed, on 
his way to the Ohio Penitentiary, at Columbus. 
He had been convicted of forging bills of ex- 

e. The people were at a loss to know how 
it was possible to convict a bank president of any 
thing; and as he was accompanied by a lawyer, 
who was using every stratagem to get him off, 


ag 
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they seemed to think that though the law had 
got hold of him, it would not be strong enough to 
hold him. So it proved. His lawyer proceeded 
to Cleveland, and obtained from the Supreme 
Court leave for a new trial in Gallia county, on a 
writ of error, and the bank president was imme- 
diately released from imprisonment. 


Merril B. Sherwood, who got up the Gallipolis 
Bank, and who, to use the very uncourteous lan- 
guage of some of the papers, swind/ed the State 
of Indiana out of 540,000 dollars, * it is stated, on 
the best authority, has Jeft the country, taking 
with him TWO HUNDRED THOUSAND DOLLARS, the 
procceds of the Indiana bonds,” and also a very fine 

oung lady, to whom he had as little right as he 
had to the money. As the story goes, he did our 
goodly city of Philadelphia, the honor to select it 
us his port of embarkation, taking passage in the 
ship Renown, for Hamburg. 


According to one of our exchange papers, the 
Middlesex Reporter, published at Waltham, Mass- 
achusetts, he is quite a “ distinguished man,” hav- 
ing in addition to getting up the Gallopilis Bank, 
and swindling the State of Indiana out of 540,000 
dollars, also “got up the Erie County, (N. Y.,) 
Rank, and purchased the Dry Dock Bank,” of 
New York city. The same paper adds that he 
has left his wife and children in Buffalo, to chift 
for themselves. 





CONGRESS. 


A bill to re-charter the Banks of the District 
Le Columbia, for three years, has passed both 


ouses, 

The Bankrupt bill has also passéd both Houses. 
It goes into operation on the Ist of February next. 
On the final question in the House, the votes 
were—yeas, 111; nays, 106. 

The Senate has passed the Land Distribution 
bill, with an amendment, declaring that the dis- 
tribution shall cease whenever the duties on im- 
ports shall exceed 20 per cent., ad valorem, as 
prescribed by the compromise act of March, 1833. 


THE FISCAL BANK. 


The message of the President, containing his 
objections to the bill, was read in the Senate on 
Monday, August 16th. Some symptoms of disap- 
probation were expressed by the galleries, but the 
decided course taken by Mr. Benton and other 
Senators, prevented any great disorder. 

The Senate postponed from dey to day the con- 
sideration of the message and of the bill, till 
Thursday, August 19th, when, after a discussion 
of about five hours’ continuance, the vote was 
taken. The yeas were 25, the nays 24. There 
not being the constitutional majority of two-thirds, 
required in such cases, the bill could not be sent 
to the House for its concurrence. 

On the next day, Friday, Mr. Sergeant, of the 
House, reported a new bill, substituting the name 
of tion for that of Bank, and Agency for 
that of Branch. The new bill also differed from 
the old, in fixing the amount of capital at 21 mil- 
lions, instead of 35,000,000, and in confining the 


dealings of the tion to domestic and for- 
eign exchanges. The bill allows the Corporation 
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the privilege of employing any State Bank or as- 
sociation of individuals as an agency. Nothing is 
said in it about the assent of the States to the es- 
tablishment of branches. 


So rapidly does the present do busi- 
ness, that this important bill, which was reported 


on Friday, was passed on the following Monday. | 


The yeas were 125, the nays 94. 

It was then sent to the Senate, where the con- 
sideration of it has been from time to time post- 
poned. 

Some of those members of the House who were 
formerly professed friends of President ‘Tyler, 
have used the most opprobrious language towards 
i on account of his vetoing the Fiscal Bank 
bill. 


LYNCH LAW. 


In a former number, we mentioned the remark 
of a reflecting man, that the worst sign of the 
times was the utter disregard of Jaw shown by 
men in high stations, and we expressed our fears 
that private individuals would, in imitation of offi- 
cers of moneyed and municipal corporations, sub- 
= their own discretion for the laws of the 


Since then, we have read of some individuals 
m Ogle County, Illinois, taking the law into their 
own hands, and inflicting the punishinent of 
death on certain reputed force thieves: and of 
others in Bourbon County, (we think it was, 
Kentucky, hanging, with due solemnity, thoug 
without regular legal process, two men accused 
of committing a robbery on the highway. As it 
is not our province especially, to record what con- 
cerns horse thieves and highwaymen, we intro- 
duced no notice of those events into our Journal. 
The doings of rogues in higher stations occupy as 
much of our columns as we can well spare, 
Among these are counterfeiters, and the fate 
Which tks befallen a part of that fraternity, is thus 
related in the daily papers: 


“The N. O. Picayune has the following startling 
particulars of the application of Lynch Law in 
Arkansas, communicated by a gentleman who had 
Just come from that region. itis the createst act 
of violence and murder under that bloody code 
that the press has ever been called upon to record. 
It is almost too horrible to be believed. A numer- 
ous band of counterfeiters had their places of ren- 
dezvous and the abodes of their families in Philips 
county, Arkansas, and Coahoma county, Missis- 
sippi, on the opposite side of the river. They 
were a desperate and lawless set of persons, an- 
noying the citizens and flat boat trading men, en- 
croaching upon their property, and stealing horses 
from their neighbours. These repeated acts of 
depredation at last roused the whole neighborhood. 
The citizens formed with a volunteer company of 
about 100 well armed men, and after an active 
search of several days, succeeded in capturing 27 
men. 


“These desperate characters were captured by 
stratagem. Nine of them, the first account says, 
but later intelligence says twenty-three, were tied 


hands and feet, and, as the report says drowned 
in the Mississippi, near Island No. 69. : 

“The informant who communicated these par- 
ticulars, states that the company is increasing in 
number, and intends to proceed to the mouth of 
the White river. When he arrived at Napoleon, 
at the mouth of Arkansas river, he learned that 
some six or seven dead aie ne been soak float- 
ing on the river opposite that place, and also tha 
as of the cuantatonare who escaped had = 
passing down the river with uncommon speed, in 
order to evade their pursuers. 

‘ This statement is vouched for as a combination 
of facts without a word of exaggeration. If 80, it 
is the most wholesale and horrible murder that has 
ever been perpetrated in a country pretending to 
be civilized and governed by laws. The Cincin- 
nati Chronicle oft the 19th, confirms this story by 


the statement of a passenger who came up the — 


Mississippi, and saw six of the bodies floating 
down the river. He informed the Republican 
that it was rumored that from a dozen to twenty 
of the counterfeiters were killed.” 


INCIDENTS. 


There has been a considerable decrease in the 


number of persons, other than convicts, confined 
in the Philadelphia County Prison. 3 
March to the 31st of July, inclusive, in 1840, was 
273. In the same period of 1841, the ave 
number was 228, being a decrease of 45, The 
decrease is attributed to the temperance move- 
ment. There has been an increase in the num- 
ber of persons committed on charges of counter- 
feiting, forgery, &c. In June, July, and August, 

0, the committals for these offences were 
eight. Inthe same months of 1841, they were 
eighteen. 


An attempt was made to get up “an indigna- 
tion meeting” at Pittsburg, on account of the 
course pursued by Mr. Irwin, the member from 
that city, in relation to the Fiscal Bank. It 


proved a failure. Mr. Richard Biddle, the brother _ 
of Mr. Nicholas Biddle, stepped forward in defence 
of Mr. Irwin, and said he had done right in not vot- 


ing for Mr. Clay’s Fiscal Bank bill. 


A mystery still hangs over the fate of Miss M. 
C. Rogers, of New York. Some say that it was 
a her body that was found floating in the North 

iver. ) 


Mr. Henry Brevoort, who died recently at New 
York, at the age of 93, and worth, as reputed, two 
million dollars, was at one time a market garden- 
er. He laid the foundation of his large estate 
many years ago, in purchasing a strip of land, for 
which he paid about five hundred dollars, In 
process of time, his cabbage garden was converi- 
ed into building lots; and hence his immense 
wealth. Others in New York and Brooklyn who 
were once market eners, are said to have be- 
come very rich, and probably from the like cause. 
Mr. Brevoort died in the wooden house in which 
he was born. 


Commissioners appointed by the authorities at 
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Washington, have for some time been investigat- 
ing the affairs of the New York custom hone ft 
is said that they have caused a writ to be served on 
Mr. Hoyt, the late collector, in which the damages 
are laid at $400,000; and another on Mr. Phil- 
ip, Swartwout’s assistant cashier, in which the 
damages are laid at $600,000. Swartwout’s de- 
faleation is said now to be reduced to about 
$400,000 


‘The President and his family were not suffered 
to repose in peace, during the night following the 
ty on which he sent his veto message to the 
Senate. A mob of paper money men assembled 

in front of his dwelling, and by the hideous noises 
they made alarmed the females of the family. 
‘They also burned the effigy of the President. 


_ The news that President Tyler had vetoed the 
Fiscal Bank, gave great joy to many persons in 
: New York and Albany. In the former city, a sa- 
o lute of one hundred guns was fired, and in the 
____ latter a procession was formed. In Philadelphia, 
_____ we took the matter more coolly. 
__ By the barning of the steamboat Erie, on Lake 
rie, upwards of two hundred lives have been 
lost. In the frequent accidents that have oc- 
; rred since the e of the “steamboat in- 
spection act,” we have evidence of the folly of 
_ those politicians who seek to correct all evils by 
_ means of legislation. 
_ An association for promoting reform in banks 
_ and currency has been formed at Petersburg, Vir- 
_ The citizens of Columbus, Ohio, have resolved 
di hereafter with the use of “shin plas- 


he Bank of Xenia, Ohio, is issuing notes 
le in—notes. 


ss THE FOREIGN NEWS. 
___‘Therecent bankruptcies in Vienna, have caused 
_ failures in many other towns of Germany. 
_ The failures that have occurred in Great Bri- 
tain, since the commencement of the present year, 
ee are se onqe . : 
e estimated to amount to ten millions sterling, 
or between forty and fifty million dollars. 
__ In Paisley, Scotland, fifteen houses failed in one 
fortnight. Their debts amounted to half a million 
, rling. — 
% P We near much in commendation of the Scottish 
banking system. Of all paper money systems, it 
is undoubtec y the best. But, wherever paper 
-* eal Ne * E 
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Is there will be inflations, and there 
nll be contractions, and there will be factitious 
credit. And wherever there are inflations, con- 
ractions, and factitious credit, there will be bank- 
7 a 1¢ London Mercantile Journal, of August 34d, 
says, “the average amount of bank note circula- 
_ tion in England and Wales, is now rather over 
ry 7 27,072,000. The increase in the quarter just 
' passed, is given at £189,000 for the Bank of 
England, and of £285,613 for the joint stock and 
private banks.” 
_ The editor of the Journal, says that the fact 
hat the directors of the Bank of England have in- 
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75 
creased their issues, is evidence “ that they have 
not any very serious apprehensions that specie 
will be much in request for shipment to the con- 
tinent this season to pay for grain.” | 

The intelligence of the decision of the Supreme 
Court of the State of New York, in the case of 
McLeod, occasioned considerable sensation in 
England. ‘The funds fell immediately per cent. 





NORTH CAROLINA SILVER. 


We have all heard of North Carolina gold, but 
North Carolina silver must be to most persons “a 
new thing under the sun.” 

It is found in Davidson county. The ore is an 
argentiferous carbonate of Jead, and it is believed 
the veins will prove very productive. A deposit 
of bullion of the value of $390, was made at the 
Mint in this city during the last week, being the 
Jirst deposit ever there made of silver froma 
mine in the United States. The assay made at 
the Mint showed that 1000 parts of the bullion 
contained 973 of silver, and 8 of gold. 





BANK ROBBERY. 


The Danville Branch of the Farmers’ Bank of 
Virginia, was entered on the night of the 2lst or 
22d of August, by meansof false keys, and robbed 
of ninety-two thousand one hundred and thirty-five 
dollars. Fortunately for the bank $72,135 of this 
large amount were in mutilated notes, stamped 
on the face cancelled. 





A DECAYED BANKER. 


Samuel Williams, the well known American 
banker in London, was at one period in the re- 
ceipt of £100,000 sterling per annum, from a 
regular commission business—yet this worthy and 
amiable man subsequently failed, and died lately 
in Boston, probably in a state of dependence on 
his friends. 





ACKNOW LEDGEMENTS, 


We are indebted to the Hon. Mr. Woodbury, 
of the Senate, and the Hon. Messrs. Pickens and 
Hubard, of the House, for public documents and 
other papers. 

To journalists in various parts of the country, 
we are under obligations for their friendly notices 
of our undertaking. 

To one member of Congress we are indebted 
for list of subscribers at Demopolis and six other 
post offices, in Marengo and Perry counties, Ala- 
bama. Weare also under obligations to gentle- 
men in Ogdensburg and Potsdam, N. Y. Bridge- 
port, Conn., (second list;) Columbus, Georgia, 

second list;) Natchez, Miss., (third list;) Me- 
ina and Columbus, Ohio, and other places, for 
additions to our list of subscribers. 

As we have stereotyped all the numbers that 
have as yet been issued, we can complete the 
files of any number of new subscribers. One of 
the news-venders here, advertises for 10,000 new 
subscribers to the Journal of Banking. If he can 
procure them, we can supply them. 
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83 a9 pr. 


24 pr. 
5.2% a 5.20 5.10a 5.17} 


PRICES OF BANK NOTES AND SPECIE. 


lial 


Saturday, August 28, 1841. 
BANKS OF AT NEW YORK; PHILAD'A. 
4 AGS on Shi Wa 6 = in SS 9% eS) aj 18. Tore 
New Hampshire. «..-+-++0++e0s a—dis. —a?®? pr. 
Vermont... ..ccccccecssecerecs a —dis. — a2} pr 
Massachusetts eee eee eee eee a— dis. — a 2 pr. 
Rhode Island.......-..0++++ee% a —dis. —a2 pr. 
Connecticut: ...+.eeeceeesseeds 3 a—dis. —a 2 pr. 
New York City eee teen eee eee Standard. 2} a-— pr. 
New York State pee eet eeeeeee 4 & § a—dis. 24 a — pr. 
East Jersey «1.00. cereeersreves 4 a— dis. — a 2} pr. 
West Jersey ...+.seeeceereeees 3 @—dis. Par a 1 dis. 
Philadelphia eee ee ee eee ee eee 3} a— dis. Standard. 
Peansylvania, East...........- 3} & 5 a—dis.| Par a j dis. 
ss West sewer sevens BE & Sa—iis. Par. 
Delaware ..-.seseeseeesereees SE a3} dis. Par 
Bultimore..sceeererscreveeeees (Qh a— dis. Par. 
Maryland ....--ceceeereseenene a—dis. Par a } dis. 
District of Columbia .+.-----++/5 a — dis. } dis. 
Virginia .....cecccesveceeeeeses 4 @—dis, 4 a2dis. 
oe West wee ee ee ee ee ee eee a— dis. 7 dis, 
WOreh Caroline vrs scgncdvewtene 4} a —dis. 2 dis. 
South Carolina... .seeee+++0+ 2 & 3h a—dis.| | pr. a par. 
GeOrgia. ...cscrccccvsseseccnes 10 a —Cis. 10 a 40 dis. 
Alabama o..seccecececeeeeeees| 10 a— dis 6} a — dis. 
PIOUSMEMN So oe cece ns te cehddawee 5 a— dis = 6 3 dis. 
Mississippi... +. ..0-eeeeceeenee —a— dis 20 a 20 dis. 
RTS Ce. wt eae lke — a — dis. Ba — dis. 
Kentucky ....--sceceeeeeeceess|/ —@9 dis, | 6) a — dis 
RSMAS. 3 de tiv aas doc 6n.2e tbe te 7 dis. 
Illintdis Oe eee ee eee ee ll a—dis. 7 a — dis. 
Indiana. ....scececcseceveseee+/10 a@—dis. | 64 a — dis. 
ONO. cc ccrcseccceeccncerevcces| 9 @IOdis. | 4a 7 dis. 
Michigan .....sseescececsevees — a— dis. 10 a@ 18 dis. 
American Gold, (new coinage).| Para—p. | 2 @ 2} pr. 
Soverei Biccswustcocedeescarvees 4.84 a= 4.95 a 5.00 
Heavy uineas ee ee emer eee eee 5.00 a4 5.05 — a — 
Spanish DoubloonsB. ovcsseesses 16.25 a 16.50 (16.20 a 16.40 
Patriot Doubioons.........+...+|15.70 @ 15.80 |15.90 a 16.00 
Spanish Dollars. ........... «s+| 4a5 pr 4a—pr 
Mexican Dollars ....... so cgeas la 1} pr. 3a—pr 
Five Frane Pieces..........+. --|/94 a 94h cents! 95 a 96 
Half Dollars ...++sseeeeeeee+++| Para} pr. | 2 a — pr, 
i 


BYOMen sccccckecs PURE TEE. bode 
Boston....«.. 
New York eee eer ee eeae 
Philadelphia .........-. 
DOS iis Woe ces Cake Vice 
PIGINMONE. cocccn chase cove 
North Carolina........ 
Charleston ee ee ee 
Savannah... ....sses.. 
Augusta eee ee eee eee en ween 
Columbus ....... 
BROOUIN souvscectvcat cen an 008s 
Mobile...... Lcnbee dindnaas te 


Nashville ........+. 
Te MEE cot ue shaves ; 
Louisville ....... siawd eae oe 
Cee OEE ia both cnc 5 op0deK0 om 
Michigan ...... 


PRICES OF PRODUCE, 


Cotton, New Orleans, per tb.... 
Mobile .......... us uae 


Upland... os Vibwecss« : 
Flour, Western Canal, per bbl. 
Philadelphia............ 
Rye Flour...... beret en 
Indian Meal ........... 
Grain—Wheat, per bush....... 
Rye. teeth Pua. ct. 

ROT Gis a ste bp as a0 52's 
Oats........ U@tb oo bs wae 
Iron, Amer., Pig, No. 1, per ton 
Bar rolled........ 
Lead, Pig, CUE es cs ocadbes 
Tobacco, Richmond, per Ib..... 


North Carolina ...... 
Kentucky... .......+0 

Wool, American, Merino, per lb. 
Whiskey. R eee 34606 
ey, ye, per ga "*eene ere 
Provisions, Mess Reef, per bbl. . 
Mess Pork, per bbl. 

Hams, per Ib....... 

Lard, per Ib........ 

Cheese, per |b...... 


Rice, per Ib......... 





a 40 dla Al} 
2 a35— | 37ha — 
Vii aT | 9a — 
Par a } pr 2} a — pr. 
23a 3pr. 
3 4 4 dis. 
2 «a 2) dis, 4} az * 
34a 3} dis.| —al dis. 
3} a 33 dis. 
lta Ihdis.| — al pr. 
3ha 3éidis.| — al dis. 
6 a15 dis. 
15 a16 dis. 
13 a15 dis. 
8 a & dis.| 7 @ — dis. 
4 a 4} dis.| 2} a3 dis. 
25 a3 dis. |\25 a — dis. 
12 a — dis.| 8 a — dis. 
Bia 9 dis. 
7 a 7idis.| 5a6 dis 
Pia Bhdis.|\—ab6 dis 
9 all dis 
8 a 12} ll a@ 13} 
81 a 12} 10} a 13) 
8 al 9} a 12} 
6.75 a — 
— a—| 650a 6.75 
3.874 a—— | —a 
3.624 a 3.87}| 3.50a 3.75 
—— @1.37}| 13)a 1.40 
70 a 75 61 a 67 
75 a £0 72 a 78 
38 a 5l 44 a 46 
30.00 a@ 32} — a $2.00 
85.00 @ 87.50) 75.00 a 82.50 
4 a 4} 4ta 4} 
4a8 5 a 10 
4a6 
5 a 10} 3 a0 
42 a45 38 a 40 
25 a 30 25 a 30 
23 a 234 22 2B 
9.50 a 10.00! 10.00a —— 
10.00 a@ 11.00) 10.00 @10.25 
4a8 6 a 10 
63 a 8h 6 a8 
5 a6 7 as 
3g a 3F 3ha 4 








BANK NOTES. 


Our authorities for the prices given in the table are the 
same asin ourlast. The like remarks to those given in 
our last, apply to the notes of certain banks in different 
States, which are at a greater or Jess discount than is stated 
in the table. 

The notes of the Towanda (Penna.) Bank are of very 
uncertain value. On one day they are at par, and on 
another at from 5 to 10 per cent. discount. 

The notes of the Central Bank of Georgia have for some 
months been quoted steadily, in some of the Price Currents, 
at 25 per cent. discount. e have effected sales of small 
amounts, but not without difficulty, at 20 per cent. discount, 

For notes of the Arkansas ba there does not appear 
to be any sale in the Philadelphia market. 

Mr. Van Court has handed us the following list of 


NEW COUNTERFEITS. 


Mercnants’ Excuance Bank, N. Y.—10s altered from Qs, 
— Well done. Vignette, a figure of Mercury. Letter B, 
March 1, 1841. 

Hupson River Bank, N. Y.— 10s, letter C, various 
dates. Vignette, an Indian, holding up his right hand, and 
looking at a rail-road car in the distance. On ht end, 
rail-road car, and on the left end a lady in a reclining posi- 
tion. Engraved by Rawdon, Clark & Co.,“Albany. 

Farmers’ ann Mecuanics’ Bank, Paitape.pata. — 5s, 
letter B, and 20s, letter A, altered from Farmers’ and Me- 
chanics’ Bank, Wisconsin, of various dates, and payable to 
different persons. W. Patton, Jr., Cashier, and J. Tagert, 
President. Vignette of the 5s, a female holding the cup in 
her right hand, and her left one resting on an eagle. 
vignette of the 20s is a female spinning. On the left mar- 
gin a female and eagle, and on the right an Indian. No 
notes of this bank, with Burton & Gurley as engravers, are 
genuine. 

Bank or Cenrrat New York, Urica, N. Y.—5s, dated 
January 2, 1841; payable to D. Cushman; T. O. Grannie, 
Cashier, A. Thomas, President. General appearance of the” 
note bad, and lettering very irregular. 

Mipp.erown Bank, MippLetown, Cr.—5s, dated August, 
1839; pay R. Rand; D. Ames, Jr., Cashier, D. Hab 
President, Vignette, a ship under sail, &c. — Engravig 
dark and poor — filling up and signatures in one ha 
writing. 

CommerciaL Banx, Rocuester, New Yorx. — 10s, red 
back — engraving coarse — the Register’s name miserably 
(lone. Easily detected by observing that the word “ No” is 
omitted, which, in the genuine note, is on the right of the 
vignette, 

ANK oF Xenta, Xenia, Ono. — 10s, spurious. Purport 
to be engraved by the Eastern Bank Note Company. No 
notes ever engraver for this Bank by this company. 
some signed H. Clark, others J. Hevling, President. A 
signed by these persons are spurious, spurious. The 
bank has not issued any 50s. 

Bank or New Ornveans, New Onveans, La. — 3s, letter 
A, dated April 9, 1839. Engraving light and coarse. Sig- 
natures engraved and badly run over with a pen. 1 
spurious. Vignette, two eagles, with the motto of “ Hope.’ 

Bank or ILLiNnotIs, SHawNeetrown, ILL-—Is, letter C, 

H. Cafe, dated June 1, 1840. Vignette, an Indian watching 
atrain of cars. Engraving coarse. 

Mercnants’ Bank, New Beprorp, Mass.— 10s, dated 
January 4, 1840; J. B. Congdon, Cashier, J. A. Parker, 
President. Payable to A. Wood, and probably others. 
Vignette, ship under sail, and brig crossing her wake. 
Filled up badly with blue ink —signatures black ink; but 
all done appareutly by the same hand. 


THE STATE OF TRADE, 


In both New York and Philadelphia, a fair amount of 
business is doing. The supposition that there will be a 
partial failure of the crops in Great Britain, has caused 
orders to be sent to this country for grain and flour. The 
orders were limited at prices so Jow, that they could not be 
filled; but the bare fact that such orders have been sent 
has contributed, with other things, to raising the price of 
bread stuffs. 


THE STOCK MARKET. 


In New York, United States Bank stock has been sold at 
8}, and some prophesy that it will, before long, be down as 
low as 4}. The recent fall is said to be occasioned by an 
opinion that through the operation of the Bankrupt Act, 
many of its assets will become nearly worthless. If the 
Bankrupt Act affects in this way the assets of the United 
States Bank, may it not have a similar effect on the assets 
of other banks? 

Stock of the Vicksburg Bank has been sold in Philadel- 
phia at the rate of 3 dollars 75 cents a share, 

At New York, the business in State stocks has been im- 
proving. 

yy The remarks on the General effects of our Pa 
Money Banking System, begun in our last, are concluded 
on our next page. 
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We have become so accustomed to this 
system of breaking, that we begin to regard 
it as a part of the system of nature. But 
it was not so always. Previous to the 
revolutionary war, there were but three bank- 
ruptcies among the large dealers in Phila- 
delphia.* A bankruptcy in the olden time, 
spread as much gloom over a family as a 
death; and if the bankruptcy was the re- 
sult of misfortune, the family had the sym- 
pathy of all their neighbors. 

There is reason to believe, that in some 

iods of six months, more bankruptcies 

ave been recorded in Philadelphia and New 
York, than in Hamburg and Bremen in twice 
that number of years: and that there are 
more insolvencies in the United States in 
one year, than happen in Holland in a whole 
century. 

No natural causes exist to make trade 
more uncertain in the United States than in 
France, Germany, and Holland. The com- 
merce of those countries is, in fact, exposed 
to shocks from which ours is exempt, from 
the operations of hostile armies in and near 
their territories, and from every change that 
happens in the political world immediately 
affecting their mercantile operations. But 
the expansions of bank medium lead our 
merchants to overtrading, and the contrac- 
tions force them to make sacrifices of their 
property: and as these expansions and con- 
tractions are as incessant, though not as 
regular, as the ebbing and flowing of the sea, 
many kinds of business are with us rendered 
more uncertain by this one cause, than they 
are in some other countries by all natural 
and political causes put together. 





CHAPTER VII. 
Effects of this System on Credit. 


In a rising country, sound credit is of 
equal importance with sound currency.— 
Through its operations, the advantages of 
capital are more beneficially diffused than 
would otherwise be possible. The man 
who has more capital than he wishes to em- 
loy in his own business, and the aged and 
ffir who possess wealth, lend it to the 
young and active. By these means, much 
ital is made productive, which must other- 
wise have remained unproductive ; and many 


* They were those of Scott and M'Michael, Peter Baynton 
& Co., and of one other firm, the name of which is not recol- 
lected by our informant. 


persons find employment who must other- 
wise have been idle. ‘The wealth of the 
nation is increased, and lenders and borrow- 
ers are mutually benefitted. The former re- 
ceive their just share of profits, in the shape 
of interest ; and the latter keep another share 
as a recompense for the trouble of manage- 
ment. 

To have a system of sound credit, no- 
thing more is necessary than to have a sound 
money system, and to enforce the faithful 
performance of honest contracts. 

In the countries forming the present 
United States, credit has never been per- 
fectly sound. In an early period of our 
colonial history, arbitrary alterations were 
made in the legal valuation of the current 
coin. ‘hen came the paper money of the 
Provincial Governments, and the continental 
money of the Revolutionary Congress, to- 
gether with tender laws, supported by penal 
enactments. Men of property were cautious 
in making loans, fearing lest they should be 
paid in money of much less value than that 
which they had to lend. 

Notwithstanding this, as. business was 
much less uncertain than it is now, men 
whose moral character was such as to afford 
a guarantee that they would not take advan- 
tage of unjust laws to injure their creditors, 
found little difficulty in borrowing. But 
moral character is no longer security for the 
repayment of loans; for the sudden vicissi- 
tudes of fortune, which are produced by the 
banking system, make very great changes in 
the moral feelings of men. Many a one 
who feels, while his affairs are prosperous, 
every disposition to fulfill his engagements, 
becomes very careless about them when he 
finds his affairs declining. 

As industry and economy no longer in- 
sure success in business, nothing short of 
real estate is regarded as adequate security 
for the repayment of a loan. ‘This security 
many men, in whose hands capital would 
be very productive, are unable to give. And 
thus, while the rich are prevented from lend- 
ing their funds in the manner which would 
be most advantageous to themselves, not a 
few industrious and enterprising persons are 
prevented from exerting their faculties in the 
way which would be most beneficial both for 
themselves and for others. Some, from the 
impossibility of obtaining capital to work 
with, are like mechanics without tools—use- 
less both to themselves and to society. 

This practice of lending on bond, to which 
banking has nearly putan end, was, perhaps, 
more advantageous to the country than any 
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other kind of lending. Men possessing real 
estate, could find means for employing their 
faculties to advantage, even if they were 
not able to borrow on mortgage. They 
might till their farms, if their real estate con- 
sisted of farms: or if it consisted of houses, 
they might, by renting their houses, obtain 
capital enough to engage in some active busi- 
ness. But men having no capital of their 
own, and unable to borrow, must, unless em- 
ployment is afforded them by others, remain 
in absolute idleness. 

It is now, indeed, possible for such men to 
borrow from the banks, if their endorsers 
please the directors. But the loans of the 
banks are for sixty or ninety days, while 
months, and even years, are required for 
bringing the enterprises of the farmer and the 
mechanie to successful completion. Short 
loans are useless to them. ‘The banks may, 
indeed, renew the accommodation, but this 
depends on contingencies; and the curtail- 
ments in time of pressure are so ruinous, that 
aman acts very unwisely who borrows large 
sums from the banks, or who borrows them 
for a long period. 

When Dr. Franklin arrived in Philadel- 
phia, more than a century ago, he was a poor 
and friendless journeyman printer. The 
amount of loanable capital held by the Phila- 
delphians was small. Yet he had been here 
but a short time, before his neighbors, with- 
out solicitation on his part, offered to lend 
him money to establish him in business, A 
thrifty young mechanic who should now at- 
tempt to borrow five hundred or one thousand 
dollars, for a term of two or three years, on 
his personal security, would be regarded with 
astonishment. Yet this young mechanic has 
a capital in his faculties, which would entitle 
him to a loan of. more than five hundred dol- 
lars, if the state of credit was sound. If his 
labor yields him six dollars a week, and his 
expenses of living are four, he will have a 
surplus of one hundred and four dollars at the 
end of the year, ‘This would pay the interest 
on upwards of one thousand seven hundred 
dollars. His chance of living, if he is twenty- 
one years old, is, according to the doctrine of 
life-insurances, at least thirty years. After 
making every allowance for contingencies, a 
loan of five hundred dollars to such a young 
man, might be considered quite a prudent act, 
and such a loan might enable him to double 
his weekly revenue. But the uncertainty of 
business, and the instability of moral charac- 
ter which is produced by uncertainty of busi- 
ness, are such, that capitalists deem the 
chances of repayment not sufficient to justify 


lending to young mechanics : and the embryo 
Doctor Franklins who are among them, are 
left to struggle on, without assistance from 
their richer neighbors. 

As there is no borrowing at present on per- 
sonal security, except from the banks, many 
persons suppose that if there were no banks, 
there would be no borrowing at all. But 
banks do not increase the amount of loanable 
capital in the country. ‘The loanable capital 
of each year, is the wealth which its owners 
do not choose to employ in their own busi- 
ness. All banking can do, is, to take this 
loanable capital out of the hands of its own- 
ers, and place it under the control of irre- 
sponsible corporations. 

If those who have honestly paid their cent. 
per cent. for bank stock, could get their mo- 
ney back, and lend it on bond, it would be 
more secure than it is at present. Much of 
that money has been lent by the banks to wild 
speculators. It would be in safer hands, if 
lent to industrious farmers and mechanics, 
and plain-dealing merchants and store-keep- 
ers. Wemean, of course, if we had asound 
money system, and a sound credit system 
built thereon. At present, it is not prudent 
to lend on any security but that of real estate. 
And such is the precariousness of business, 
that men who do not like to incur debts which 
they may be unable to pay, are scrupulous 
about borrowing on bond. 





CHAPTER VIII. 
The same subject continued. 


Ir is a very pernicious kind of credit which 
banking substitutes for the kind of credit 
which would exist, if we could escape the 
evils of government paper money, and of un- 
necessary alterations in our coinage. 

The lender and the borrower do not, under 
the present system, meet each other face to 
face. The capital is placed in the hands of 
irresponsible boards of directors, who, im 
managing it, have regard to little but their 
own personal interest and that of their favor- 
ites. Great facilities for borrowing are 
thereby afforded to many men, to whom no 
person ought to lend. They are led by bank 
loans to engage in business for which they 
are not fitted by either nature or education. 
Their enterprises fail, and the wealth of the 
community is diminished in proportion as the 
amount of capital thus employed is great or 
small. 
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Instances have occurred of men having 
obtained credit for an immense amount, who 
were not entitled to one cent. ‘They were 
neither skilful, industrious, nor economical. 
They had no capital in their faculties, and 
none in the form of real or personal estate ; 
or, if they had, it was previously loaded with 
debts to its fullvalue. Onan investigation of 
the affairs of a petty bank in Bucks county, 
it was found that the president was indebted 
to it, either individually, or as a copartner 
with other men, in the sum of one hundred 
and twelve thousand dollars—three times the 
amount of the active capital of the bank. In 
the case of a bank in Connecticut, the loans 
of which were one million nine hundred 
thousand dollars, no less a sum than one mil- 
lion five hundred thousand dollars was lent to 
two commercial firms, consisting of two per- 
sons each. In another instance, four gentle- 
men of Baltimore, who had previously bor- 
rowed one million nine hundred fifty-seven 
thousand seven hundred dollars from a certain 
bank in the regular way, borrowed an addi- 
tional sum of one million five hundred thou- 
sand dollars from the same bank without 
even asking the consent of the proper officers. 
From a statement recently published, it ap- 
pears that, on the 9th of April, 1832, the 
whole amount of notes and bills discounted 
at the principal bank in Philadelphia, was 
$7,939,679.52 cents; of which sum, more 
than two-thirds was loaned to ninety persons. 
More than three millions of dollars were in the 
hands of seventeen individuals, and nearly one 
seventeenth part in the hands of one person. 
Deducting from the total the bills of exchange, 
the discounts of the bank on that day, amount- 
ed to five millions nine hundred and sixty- 
four thousand eighty-five dollars twenty-six 
cents ; and nearly five millions and a half of 
this amount were distributed as follows: 


In loans of not less than $20,010 each to 72 persons, $2,404,278 
do. 50,000 do. 19 do. 274.6 


1, 
do . 100,000 do. 3 do SAL.729 
995,456 


do. 200,000 do. 4 do. 

do. 400,000 do. 1 do. ° 417,766 
$5,434,111 

Leaving only five hundred twenty-nine 


thousand nine hundred seventy-four dollars 
twenty-six cents to be divided among the rest 
of the community. 
- A small amount borrowed from a bank, 
ives aman great credit with the community. 
y paying down a few thousand dollars and 
giving mortgages for the remainder of the 
em money, he may get real estate into 
is possession of the value of fifty thousand 
dollars. He is then regarded as a rich man 
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by the multitude, who know of his houses and 
lands, but know nothing of the mortgages. 
‘They are willing to let him have any kind and 
any amount of goods oncredit. ‘The second 
year he may be insolvent; but his credit re- 
mains unimpaired, and he satisfies those from 
whom he bought goods in the first year, by 
the proceeds of goods purchased on credit in 
the second year. Every year the amount of 
debt he owes beyond what he is able to pay, 
goes On increasing ; but ten or twelve years 
may elapse before his insolvency becomes 
apparent. In the mean time he is living in 
splendor on the property of other men. 

This facility of credit leads many into ex- 
travagant modes of living. What they have 
obtained by the sweat of their brow, men 
know the value of, and are careful of. But 
what they obtain ina less laborious way, they 
expend more freely. The ease with which 
they can run into debt, is to multitudes a 
great misfortune. ~ 

It is well if extravagant living is the only 
fault this facility of credit brings with it.— 
When men accustomed to splendor, have the 
property of others in possession, and can se- 
cure an independent fortune by so simple an 
act as a false oath in an insolvent’s court, the 
temptation may prove too strong to be re- 
sisted. When they break, the ruin that fol- 
lows spreads far and wide: for a system of 
guaranteeing has grown out of our present 
mode of doing business, through which every 
man’s success in life is made to depend quite 
as much on the good conduct of those with 
whom he is connected, as on his own frugality 
and industry. ‘The banks are secured by 
special assignments in which the endorsers of 
notes are made * preferred creditors,”’ but all 
others with whom the bankrupt has had com- 
mercial dealings, are injured. As every mer- 
chant depends in part on what is owing him 
by others for the means of paying his own 
creditors, bankruptcies seldom occug singly. 
One dishonest, or one unfortunate man, may 
break twenty. 

When credit causes such a distribution of 
wealth as renders that capital productive 
which would otherwise be unproductive, and 
when it gives employment to those persons 
who would otherwise be idle, or less profita- 
bly employed, it effectuates all the good that 
it is in its nature capable of effeetuating.— 
Left to itself, it would regulate itselfi—would 
reach this limit, and seldom pass beyond it. 
Pushed beyond this extent, it becomes perni- 
cious ; and it is pushed far beyond this extent 
by our present system. ‘There is now little 
buying or selling, except on credit. Even 
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BANKS AS CORPORATIONS. 


In this number, on page 93 and 94 we con- 
tinue and conclude the chapter on “ Banks as 
rations,” begun in our last. 

e beg leave to call particular attention to 
this chapter. Some writers on the American 
Banking System, leave entirely ought of sight the 
fact that it is carried on by corporations, having 
privileges that individuals do not ess. This 
is particularly the case with the Rev. Dr. Way- 
land, President of Brown University, Rhode 
Island, in his Elements of Political Economy; 
and the Rev. Mr. Holdich, Professor of Moral 
Science in the Wesleyan University at Middle- 
town, Connecticut, in his Political Economy 
Simplified. | 

As reasonable would it be to treat of the organi- 
zation of the Church of England, and leave out of 
view the fact that it is established by law with 
ews which dissenters do not enjoy. Dr. 

Vayland and Mr. Holdich seem both to have 
, oe their ideas from some European authors, 

who had the English country bank system, or 
perhaps the Scottish banking system, in view. 
As the copartners in the English country banks, 
and in the Scottish banks, (a few only excepted,) 
are liable in the whole extent of their private for- 
tunes for the debts of the banks, and as the laws 
of both those countries afford a prompt remedy in 
case of a bank’s stopping payments, arguments 
which may be plausible enough when in sup- 
tof the Scotch or the English country system, 
ve not, to us at least, even the merit of plausi- 
bility when used in support of our American 
ae dl money system. ‘To those, however, who 
will persist in shutting their eyes to the character 
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of our banks as corporations, such arguments may 
be plausible enough. 


BROKEN BANKS. 


In a chapter entitled, “ Of the Popular Argu- 
ments in favor of Banking,” published in the pre- 
sent number, the following passage occurs: 

“One hundred and sixty of these safe deposi- 
tories have broken in the last twenty years, and 
one hundred and sixty more may break in the 
twenty years next to come.” 

Only ten years have elapsed since that passage 
was written, and in that period more than one 
hundred and sixty banks have proved bankrupt. 
id are collecting materials for a correct list of 

m 


SUSPENSION OF SPECIE PAYMENTS. 


In the chapter above referred to, we spoke of 
the suspension of specie payments that occurred 
in 1814, and adverted to the possibility of such an 
event occurring again. Who would have credited 
us, if we had said that the banks to the south and 
west of New York, would suspend specie pay- 
ments three times within seven years after the first 
publication of our volume? 


THE NEW PET BANKS. 


The public moneys at Boston have been re- 
moved to the American Exchange Bank, at 
Charleston to the South Western Rail Road 
Bank, and at New York to the Bank of Com- 
merce. 

It is said that the Bank of Commerce has, in 
consequence of its being made a public depository, 
made a loan to Government of one million dollars. 
—that is to say, the Bank of Commerce has re- 
ceived United States stock, bearing interest, and 
given in return therefor an inscription of credit on 
its books, bearing no interest. This is modern 
financiering. 

As the Bank of Commerce will be expected to 
make loans to politicians, and as it dabbles in 
stocks, its name should be changed to suit its 
character. Instead of being called, The Bank of 
Commerce, it ought to be called “Tae Srock 
Joppers’ and Pourtictans’ Bank.” 


j= The dissertation on “ Tue True Prrver- 
pies or Commerctan BANKING,” is continued on 


the next page. 
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Section V. 


Since the year 1824, the Government has had 
little occasion to borrow. But it has paid off 
what it had previously borrowed, and a reference 
to the documents affixed to Mr. McDuffie’s and 
Mr. Clayton’s reports in 1832, will show that the 
operations of a bank in making paper loans to 
Government, can hardly be more injurious to the 
community, than are its operations in making 
repayments to the public creditors. The whole 
course of domestic exchanges has to be deranged, 
in order to concentrate funds at the points where 
the repayments are to be effected. 

What has occurred since the year 1832, must 
be too fresh in the minds of men to require us to 
go into detail. Different persons may entertain 
different opinions of the merits of particular mea- 
sures ; but all must admit that the country would 
have escaped such evils as it is now suffering, if 
Bank and State had never been united. 

It will be difficult, if not impossible, to point to 
a single convulsion in the money market from the 
year 1782 up to the year 1838, which, if it has 
not been caused, has not been increased by this 
unholy connection. In all circumstances, whe- 
ther of peace or of war, whether the public re- 
venue has been redundant or deficient, whether 
the banks employed have been Federal or State 
Banks, and whether they have lent to Govern- 
ment or paid off loans contracted by Government, 
the improper connection of fiscal and commercial 
transactions has proved injurious to either the 
Banks or the Government, and in some instances 
to both. | 

If the connection be resumed, the history of the 
future will be only a repetition of the history of 
the past, with such variations as may result from 
different combinations of circumstances. Fiscal 
operations and commercial banking operations are 
so distinct in their nature as to require for their 
‘proper management distinct modes of action. 
When a Government wants to borrow, it wants 
what Banks have it seldom in their power to lend. 
It does not want mere credit. It wants capital, 
and it generally wants it for a term of years— 
not for the short period which usually elapses 
between the time when bank notes are issued 
and when they are returned for redemption. 
Equally ill adapted, as we have already shown, is 
bank currency for supplying a public revenue. 
The notes issued for such an object are not based 
on commodities, and as the revenue of Govern- 
ment is collected in one part of the country and 
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disbursed in another, no corresponding transfer of 
commodities takes place to balance exchanges. 
In the case of receipts for customs, the tax may 
be regarded as incorporated with the price of the 
imports: and in discounting a note to take up a 
duty bond, a bank may, perhaps, be said to be dis- 
counting a note representing a commodity which 
may be sold in time to redeem the note discounted 
and thereby the note issued. But in furnishing a 
medium for the payment of postages and other 
public dues, the banks make issues which are, 
clearly, not based on any proper banking princi- 
ples. In making issues for the purchase of public 
lands, they must, if they proceed therein to any 
great extent, utterly derange the whole course of 
exchanges. Each of the western and south-west- 
ern states produces commodities for export barely 
sufficient to balance its commercial accounts with - 
the Atlantic states and with Europe. There 
being no commodities to form a basis for further 
exchanges, attempts to transfer, by means of Gov- 
ernment drafts, such sums as are collected in 
western bank paper, to such places as the public 


service requires, must inevitably derange both *, 


currency and exchanges, 


If the eastern banks as well as the western, — 


issue notes for the purchase of public lands 
other land speculations, they may, for a time, ba 
lance the excess of paper in the Mississippi valley, — 


by an excess on this side of the Alleghanies; but s 


such an excess cannot continue long, without 
turning foreign exchanges against us. Gold and 


silver then leave the country, and the promises of as r 


the banks “to pay on demand” prove atten 
delusive. 

Notes issued for the payment of taxes are, as 
we have already said, but a new emission of Con- 
tinental money, differing from the old in form, but 
not in substance. Their being issued by corpora- 


tions, and all the profits of the issues going to 


corporations, does not change their nature. As 
no particular commodities are pledged for their 
redemption, their value is kept up wholly by tax- 
ation: and if our public expenditures sh 

exceed our public receipts as much as they did i in 
certain periods of the Revolutionary war, our new 
Continental money would soon fall to a level with 
the old. To many minds this may not be appa- 
rent, because the whole of our banks have been 
engaged in the double business of furnishing cur- 
rency for commercial purposes, and currency for 
fiscal objects : but let these two functions, distinct 
in themselves, be divided between two sets of 
banks, and every one must see that the currency 
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supplied by one set of these banks would rest on 
the same principles as the old Continental curren- 
cy, and be liable to depreciation from the same 
causes. 

If any find it difficult to discover that another 
portion of our bank currency has rested on the 
same principles as the French assignats, it can 
only be because the matter has been so cunningly 
managed with us as to give all the profits to cor- 
porations. The value of the French assignats 
was based on the public land, which was the only 
fund provided for their redemption. The value 
of much of our bank paper has rested on no better 


foundation. No other property than the public 


land has, in many an instance, been represented 
by either the notes discounted or the notes issued. 
And after the title to the land had, by banking 
operations, been transferred from the public to 
speculators, there was no other fund than this 
same land for the redemption of the notes thus 
added to the circulation. Such a currency is 
identical in its nature with the French assignat 
currency. Giving all the profit of it to corpora- 
tions does not change its essential character. 
Very different is the currency created by banks 
conducted on purely commercial principles. This 
is always based on commodities, the demand for 
which is so constant as to insure the prompt redemp- 
tion of their paper representatives. It would also 
seem to have within itself a self-regulating prin- 
ciple, by which the true proportion between cur- 
rency and commodities might be preserved.— 
Whatever objections could, on other grounds, be 
brought against such banks, they could not be 
justly accused of deranging exchanges. 

; Banks conducted on purely commercial princi- 
3; would be very profitable. ‘Their whole capi- 

tal might be invested in permanent securities: 
for, after being a short time in operation, the 
whole spare cash of the community would be 
deposited with them, and constitute a fund quite 
ient to support their current credit. From 
capital invested in permanent securities, they 
would derive the ordinary profits of stock, and 
what should accrue from the use of their current 
credit would be so much extra gain. All such of 
the product of our land and labor as enters into 
lesale trade, would, either directly or indi- 

y, be the subject of their operations, and he- 
aes a pledge for the redemption of their issues, 
No portion of it could pass from the producer to 
the wholesale dealer and thence to the consumer, 
without the intervention, in some stage of its pro- 
gress, of bank credit in some form, and where 


bank credit is used somebody must pay for it. 
The aggregate income thus realized, would be 
many millions per annum, and many millions per 
annum ought to be esteemed quite a sufficient 
reward for simply furnishing paper representatives 
of the value of commodities, and balancing ex- 
change accounts between different parts of the 
Union. 

But if our banks, not content with the legiti- 
mate profits of their trade, will insist on making 
emissions identical in principle with the old Con- 
tinental money, and other emissions identical in 
principle with the French assignats, they must 
expect all the regular operations of their trade to 
become deranged, and if they gain in one way, to 
lose quite as much in another. They cannot 
blend the three distinct functions of commercial 
banks, government banks, and land banks, and 
preserve the due proportion of currency to com- 
modities. Their enormous expansions will be 
followed by as enormous contractions,—each de- 
trimental to the regular progress of wealth, and 
to safe and regular business, and consequently to 
the profits of regular banking. 

The irregularity of movement imparted to our 
banking operations by the reception of bank notes 
in payment of taxes, would, at first sight, seem to 
be not very considerable. As the revenue the 
Government derives from proper taxation, includ- 
ing therein the customs, is seldom more than 
twenty millions a year, it does not, by receiving 
bank notes in payment of these dues, give a direct 
stimulus to bank issues beyond this extent: and 
as this revenue is received and paid away in 
different seasons of the year, the amount thereby 
added to the active circulation may seldom, at 
any one time, exceed five millions. But it should 
be recollected that, when by discounting all the 
good business paper offered, the circulating medi- 
um is exactly adapted to the amount of things to 
be circulated, a very small addition may cause a 
great derangement of exchanges, and render the 
whole system insecure. As shown ina former 
part of this dissertation, a bank with specie in its 
vaults of the amount of ten thousand dollars, and 
paper in circulation of the amount of one hundred 
thousand dollars, and perfectly secure as long as 
these proportions are maintained, may, by adding 
only ten thousand dollars to its circulation, be 
compelled to suspend payment. The receipt and 
disbursement in bank notes of a revenue of only 
twenty millions, may cause every thing to fluc- 
tuate where every thing would otherwise be 
stable. 
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EXTRACTS FROM THE PRIVATE DIARY 
~ OF A CERTAIN BANK DIRECTOR. 


No. IL. 


Thursday. My son Jack, who has just come 
from college, put into my hands the Democratic 
Review for May. Was tl Roar sa with the 
autobiography of my most worthy friend, Ferret 
Snapp Newcraft, Esq. Mr. Neweraft hardly does 
himself justice in this brief memoir. I hope he 
will publish fuller reminiscences of his life and 
times, for the benefit of his children, and of mine. 
It is true, he was not quite free from faults; and 
] always thought that, as he himself says, “ the 
distinction between making a great speculation, 
and ‘ taking in’ a fellow creature,” was never pre- 
cisely clear to his mind. 

Thanks to McThwackem’s excellent instruc- 
tions, J can perceive distinctions where Newcraft 
never could, McThwackem splits hairs with so 
much dexterity, that they never break off in the 
middle. The worthy Doctor called on me this 
morning to consult on some affairs of the ****}#**+* 
Society, of the board of managers of which we 
are both members; and also to aid in completing 
the plans of some land, rail road, and other specu- 
Jations in which we are Jointly interested. In the 
pulpit and out of it he is equally instructive. We 
talked at large of our banking system, which we, 
as moral ee religious men, agreed required re- 
form. But how, said McThwackem, is a reform 
to be effected? A reform must be either sudderi 
or gradual. A sudden reform of the system every 
man of sense must admit to be impracticable ; and 
as for a gradual reform, that will produce more 
evil than the system itself occasions. A German 
ee admirably illustrates the effects of 
hae reform, by a story of his dog and hisservant. 

e directed the servant to cut-off just so much of 
the dog’s tail as the fashion of the times required, 
and then returned to his studies, “ de omnibus 
entibus et quibusdam aliis,” in full expectation 
that the dog would, ina few days, be in a fit trim to 
accompany a philosophical dandy whenever he 
felt inclined to be of the Peripatetic school. But 
day after ae elapsed, and the dog was not forth- 
coming, and every day the philosopher was dis- 
turbed by the saithaas of his favorite. At length 
he inquired into the cause, and found that his 
servant, supposing that the dog could not bear to 
have one-half of his tail taken off at once, had 
endeavored to make the operation as easy as he 
could for the poor animal, by clipping off’a little 
piece every morning! 

Now, continued McThwackem, the application 
of this story is obvious. Brother Jonathan is a 
“sad dog” if not a “spry dog.” The banking 
system is his tail, and about nothing else is he so 
sensitive, because he is fully conscious that it is 
not such a tail as a good looking dog ought to 
have. He is willing, and even desirous, that it 
should be clipped, but then it must be only a little 
piece every day. It is evident that before half 
the necessary clippings can be made, Brother 
Jonathan will become restive; and as half reform 
iS worse than no reform, let us have no reform at 


all. 
1 do like McThwackem. | only wish he would 
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drop the ugly prefix to his name, and become a 
nective. " 


Friday. Great outcry among the merchants, 
because our bank and the other banks cannot 
grant them facilities, in consequence of the diree- 
tors and a few others monopolizing the funds of the 
public institutions for their private speculations. 
Of all stations in society it appears to me that that 
of director of a bank is the most thankless. The 
officers of Government are all paid for their ser- 
vices, and the officers of banks, presidents and 
cashiers excepted, are not paid. Even the small 
emoluments we get in an indirect way seem to 
be grudged to us, though these have never, in my 
own case at least, amounted to more than fifly 
thousand dollars in any one year. Yes, these 


little gains excite envy, and this at a time when 


we are doing all in our power to make dollars ag 
plenty as black-berries, and when the country 
would, without our operations, be in as desolate 
and dreadful a condition as Spain or Barbary. 
‘The merchants and the rest of the community 
have, indeed, abundant cause of oe but 
then it is of the government, not of the banks.* 
If the government would only cease its war on 
the banks, we could make money so plenty that 
there would be not only enough to promote our own 
speculations, but also to grant to the merchants 
the facilities they require. What I mean by 
government ceasing to make war on the banks, 
is, that government should redeem our bank notes — 
by giving land in exchange for them, regard our 
promises to pay as equivalent, in all cases, to 
actual payment, and Jet us have the use of all its 
funds free of interest. So long as Government 
refuses to come into these measures, it must be 
regarded as standing in a hostile attitude towards 
the banks: therefore making war upon them, 
Some of our friends are decidedly of opinion that 
Government ought to levy a direct tax on the 
people for the benefit of the banks. I have no 
particular objection to this, but it seems to me 
that redeeming our issues by giving public lands 
for them, and receiving them for duties, will 
amount to much the same thing. This the goy- 
ernment must do and shall do. Its attacks on 
the time-honored institutions of our country are 
no longer to be borne with. I do not go as far as 
some, and say that if there were no bank notes 
there would be no money, but this I will say, if 
there were no banks there would be no paper 
money, and we have the authority of a former 
committee of the United States Senate for declar- 
ing that bank notes are better than gold and silver, 
Neither do I agree with those who think that if 
there were no banks there would be no credit, 
but I firmly believe that many men who now have 
a most extensive credit, would not then be trusted 
fora shilling. If there were no banks, commerce 
would be a humdrum affair, whereas it is now 
almost as exciting as a game at rouge et noir, 
and almost as uncertain. If there were no banks 
every man would have to be content with his own 
earnings, and there would be no capital to the 
Corinthian column of society; or rather, there 





* The reader will please to recollect that this was written 
in July, 1638. I have my hopes of the present administra- 
tion, G. Gratall 








‘such, for example, as that 
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would be no Corinthian column at all, nothing 
but a plain Doric shaft. If there were no banks 
there would be no means of acquiring even a 
competency, except by labor, agricultural, me- 
chanical, mercantile, or professional, all slow and 
hard ways of becoming rich. Banking affords a 
quick and road to wealth,—if not to the 
whole nation at least toa of it. By its means 
I have myself, besides living tolerably like a gen- 
tleman, acquired a snug little fortune of two hun- 
dred thousand dollars in the short space of. ten 
years, and [ am morally certain that if 1 had been 
obliged to work for it, I never should have been 
worth the one-half part of that many cents. 


Saturday. 1 happened once to be present 
when an old and experienced bank cashier dropped 
the remark that he had known the rejection of a 
single note to sink the price of flour in one of our 
principal markets, simply because it compelled 
the offerer of the note to sacrifice his merchan- 
dize to save his credit. “I treasured up the remark 
for future use, and some time since entered into 
a combination with a number of friends to depress 
the price of certain articles by refusing to the 
holders of them all kind of facilities, and pressing 
on them for the prompt discharge of their obliga- 
tions. As the scheme was an extensive one, 
requiring a number of persons to carry it on, and 

d secresy to bring it to a successful issue, 
it was several times in danger of miscarrying. 
But our power was so great, and the necessities 
of the merchants who held the articles were 
somehow so urgent, that we bought them all up 
pretty much at our own price. We have now 
only to increase our issues, and we shall be able 
to sell these articles at such rates as we may 
choose to ask. In that case my two hundred 
thousand dollars will become four hundred thou- 
sand. 1 prefer going on in this snug way to dash- 
ing out as Newcrafi did. He always appeared 
to me to go ahead too fast. 

At a special meeting of our board, held to-day, 
Mr. O’Squeezem made a long speech, in which 
he dwelt at great length on some very plain truths, 

gold and silver in the 

-yaults of a bank are a dead weight to the bank, and 
of no use tothe community—that there is continual 
risk of the metals being stolen—that memoran- 
da checks are the real specie, &c. &c.; and 
finally wound up with a proposal to rid the bank 
of the gold and silver with which it was encum- 
red, by giving his own memoranda checks for 


- O'Squeezem is all for self. Now, if there is 


any one vice I do dislike, it is selfishness. I 
therefore opposed him most manfully; but 1 had 
not spoken more than half an hour before another 
director proposed that each member of the board 
‘should have an equal share of the gold and silver. 


‘In this form there was ee like fairness 


and justice in the proposal j-and I withdrew my 
opposition, for the moment, that the cashier might 
give some necessary information. 
- Cashier expressed his desire to do all in his 
wer to favor the wishes of the board, but stated 
frankly that the adoption of the resolution in its 
pr t form would ex him to considerable 
venience, and he doubted if all the gold and 


silver at present in the vaults of the banks, would 
be much of an object to the directors, if equally 
dividedamong them. Mr. O’Squeezem remarked 
that the amount, when the annual return was 
made up, appeared to be considerable. Cashier 
said that appearances were frequently deceitful. 
The sun appeared to move around the earth, but 
every body knew that the earth moved around the 
sun. Things appear great or small according to 
the position in which they are placed. The gold 
and silver belonging to the bank appeared consi- 
derable, placed ina certain position, that is, in the 
accounts of the bank—placed in another position, 
that is to say, in the pockets of the directors, it 
would appear much less considerable. He hoped 
that whatever was done, the board would leave 
him enough gold and silver coin to pay postages. 
The tyrannic requisitions of the Government 
under which we live made this indispensable.* 
The remark of the cashier in regard to postages 
almost decided me, and a few words I had with 
him apart, left me no longer in doubt as to the 
course I should pursue. I opposed the proposition 
in its modified form with as much energy as I 
had resisted it in its original shape. A distin- 
guished Senator from , would doubtless 
have eperee more ability in arguing for the 
propriety of having a metallic basis for our cur- 
rency, but he could not have evinced more zeal. 
O’Squeezem sneeringly remarked “ that Dea- 
con Graball ought to be at his prayers—that he 
was becoming a convert to the ‘Specie Humbug’ 
—a defender of the ‘Specie Circular,’ &c.”— 
These revilings affected me not. I look on all 
kinds of paper money except what is founded on 
a metallic basis as & DOWNRIGHT FRAUD on the 
community. Whether the basis is large or small, 
is not of much moment. Such is the excellent 
nature of paper credit, that a single dollar in metal 
may serve for any number of dollars in paper. 
Sunday. Brother Mc'Thwackem has gone to 
a watering place, partly to recruit his health, 
partly to look after some rail road, and other spe- 
culations in which he and I are jointly interested 
—and pee to try if he cannot be of some spi- 
ritual benefit to the poor, light-headed mortals 
who usually flock to those scenes of gaiety. 
Through some strange mistake he left to fill his 
pulpit a stupid country parson, or I should rather 
say priest, for if his sermon did not savor of 
popery I know not what popery is. It was all 
works—works—works! Not one word about the 
precious doctrines of grace! I doubt if the man 
be not a Jesuit in disguise, smuggled into the 
church by the hard-money men with intentions 
best known to themselves. His text was ‘Tou 
SHALT NOT STEAL;” and, in the course of his re- 
marks, he drew a strongly marked line between 
what he was pleased to call conventional and essen- 
tial honesty. There were, he said, many prac- 
tices which, though strictly compatible with the 
former, were at utter variance with the latter. 
Taking advantage of men’s ignorance and neces- 
sities in driving a bargain, was, he said, just as 
bad in the eyes of reason and religion, as taking 








* Again I must request the reader to remember, that this 
was Written in 1838. I have my Aopes, as I have already 
observed, of the present administration. G. Graball. 
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advantage of their physical weakness and robbing 
them on the high way. It was no matter whe- 
ther this was done according to the forms of law 
or contrary thereunto. What was wrong in itself, 
mere human enactments could never make right. 
It was no matter whether this taking advantage 
of men’s ignorance and necessities was open and 
immediate, or covert and indirect, by a long string 
of contrivances, with a legislative charter at the 
end. Ifa man’s pocket was picked, it was much 
the same to him whether the thief did it with his 
naked hand and five fingers, or by means of ma- 
chinery the handle of which was turned in the 
next street. Ifa multitude of men were thus 
treated, it only added to the enormity of the 
offence. | 

I can truly say that I never listened to a more 
unedifying discourse ; and the whole congrega- 
tion were of the same opinion as myself,—at least, 
I know all my particular acquaintances were. I 
suspect that this parson or priest, or whatever he 
is, will have but few hearers this evening. At 
all events, I am determined that my pew shall be 
vacant. 

If I use the power which circumstances or my 
superior intelligence gives me to increase my 
wealth, I am only acting according to the dictates 
of nature. That is morally right which is con- 
formable to the law of the land. It is the law of 
the land which, in fact, determines what is right 
in a civil sense, and therefore in a moral sense. 
1f the law is wrong I am not in the fault. I did 
not make the law. 

Went in the evening to hear Dr. Diddler, and 
heard a truly great and glorious discourse. It was 
all gospel oar no law—all faith and no works. 

Monday. An old friend whom I saw in the 
congregation last evening, but whom IJ had not 
met with for many years before, called on me this 
morning. I wished to draw him into conversa- 
tion on the excellent discourse we had both been 
favored with hearing, but he rather avoided the 
subject, and from some of his remarks I fear he is 
infected with the new-fangled notions of the day. 
The doctrines of legal righteousness are making 
strange havoc among professors. ‘The five 
points” have been rubbed at so long that they are 
actually worn down into five blunts. This bro- 
ther’s mind seemed full of worldly matters. He 
reminded me that about twenty years ago when I 
was much embarrassed, he had not pressed for the 
payment of a debt of five thousand dollars I then 
owed him, but suffered the claim to lie over. 
With some little difficuliy I recollected the fact, 
but I did not think it very christianlike in him to 
call it up at this Jate day. A favor ceases to be 
a favor if gratitude is required in payment. He 
said that he had met with many reverses since 
that time—an ample estate had been reduced to 
nothing—and all the efforts he had made in the 
South and West to retrieve his fortunes had 
proved unsuccessful. Understanding that [ was 
possessed of boundless wealth—of a tract of three 
millions of acres of land, and six town plots, in 
the Western country, besides stocks and various 
other property in the East, he now ventured to 
hope I would discharge his claim—the interest he 
would give in if I would pay the principal. 
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Such effrontery I never before met with. The 
debt is barred by the statute of limitations, and 
has been these thirteen or fourteen years. 

Mr. Downright said law was not every thing— 
there was such a thing as equity. So there is 
I admit, but I have had the misfortune to , 
three times in the course of my life, and the ag- 
gregate of my-old debts (if debts they ous 
called) is between two and three millions of dol- 
lars. It is utterly impossible for me to pay all, 
and nothing could be more clearly inequitable 
— for me to pay one of my creditors and not the 
others. ' 

Finding by further conversation that Downrigh 
was in great distress, I gave him a check for 
dollars, writing “charity” on one corner of it, as 
is my practice when [ make donations, in order 
that | may keep my accounts square, and know 
exactly how much I give in each year for bene- 
volent purposes. Downright refused to receive 
the check unless this word was erased; and so 
finding him both poor and proud, I took it back, 
leaving him to suffer the consequences of his folly. 
People ought to learn to conform to their circum- 
stances.* “¢ 

In regard to the three millions of acres of 
Western land, I must remark that they are not 
exactly mine, though they will, I hope, nay ¢rust, 
be mine. It is Newcraft’s tract which he has — 
transferred to me on certain conditions, and which 
I am to restore to him in certain contingencies, 
which I shall take good care shall never occur. 

Newcraft thinks himself a man of business. - And 
SO = is, but others are men of business as well 
as he. “y 


* In offering Mr. Downright a check for fifty 
dollars, Deacon Graball showed himself a true — 
Christian, as he is. A case lately occurred in this 
city, in which a decayed merchant, placed under 
like circumstances, could not get ten dollars from — 
his wealthy debtor. It was, as we are told, lite- 
rally as follows. 

Mr. , who failed many years ago, now © 
stands high both in Church and on "Change. At 
the time of his failure he owed five thousand dol- 
Jars to Mr. , then a merchant in good cir- 
cumstances. Through revolutions of the wheel 
of fortune, the position of these two gentlemen is 
now exactly reversed. The reduced merchant 
lately took a note for five thousand dollars, and 
going to his wealthy debtor, tried to prevail on 

im to give him something in exchange for it. 
The now wealthy man refused, affirming that he 
would have nothing to do with obligations of 
such old standing. The creditor used every ar- 

ment he could think of—sunk gradually in his 

emands to one hundred dollars—then, pleading 
the suffering state of his family, offered to give 
up the note for ten dollars. It was all in vain. 

We have not the names of the parties, but we 
have the facts from one well acquainted with the 
particulars. It may seem like a mere repetition 
of the case stated in the text. But that occurred 
in 1838; this in 1841. 

Besides this, Deacon Grabal], as al] the world 
knows, lives in Boston. This latter case occurred 
in Philadelphia. 
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BANK FAILURES. 


At the head of the list in the present number, 
we must place the United States Bank. It has 
for some time been in an yea re position, but 
it must now be pronounced broken to all intents 
and purposes. The last assignment has been 
made in such a way as to secure the corporate 
existence of the bank: and, like the Miami Ex- 
porting Co., and other Ohio banks that broke some 
twenty years ago, it may be revived some years 
hence as a paper money manufactory. But, till 
that event occurs, we must class it with the 
broken banks. 

The next on the list is, the North American 
Trust and Banking Company of New York. This 
is one of what are improperly called “the free 
banks.” It was formed in 1838, with a special 
view, as we have reason to believe, of getting 
possession of the public deposits. It failed in this 
object, and has ever been of a sickly constitution. 
Its capital consists principally of bonds and mort- 
gages, the exact value of which will be known 
_ they come to be sold. Like the United 
States Bank, it has dabbled extensively in State 
stocks, 

The f@unders of this bank were men of magnifi- 
cent views. They took out a charter to last for 
four hundred and sixty-three years. They com- 
menced with two millions of capital subscribed, 
(we do not say poid,) and with the privilege of 
increasing the capital to fifty millions. Accord- 
ing to the return of January last, the amount of 
capi id in was $3,285,900: but this capital, 
as already remarked, consisted principally of bonds 
es, and of these bonds and mortgages 
no interest has been received during the preced- 
ing six months, on $2,154,316. ‘The circulation 

f the bank was then small, only $1,950; and its 


_ specie still smaller, $964. Its liabilities, besides 
* its circulation, amounted to $4,650,684, of which 


$2,711,687 were due in Europe. Its assets 
amounted to $7,348,839: but of these, upwards 
of two millions consisted of bonds forming the 
capital stock on which no interest was paid; up- 
yards of $1,200,000 of bonds for money lent, 
on which, likewise, no interest was paid ; upwards 
of one million and a half in Arkansas, Indiana and 
Florida bonds, &c. 
_ Some of the New York editors have been con- 
gratulating the public, that so little has been lost 
on the circulating medium created by the “free 
banks.” But the losses which individuals sustain 










through the depreciation of bank notes, occasioned 
pte stoppage of banks, are among the least of 
the evils of paper money banking. What has 
| lost, and what will be lost by widows, 
ans, and others, who have bought shares at 
prices in the North American Trust, and 
. r “free banks”? 
North American Trust and Banking Company, 
has been sold at three dollars and half a share. 
We know of some persons, very astute generally 
in what relates to their private concerns, who 
bought shares when they were but little below 


. 
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Pstill the losses sustained by holders of depre- 
ciated bank notes, and by holders of depreciated 


The stock of this same 


87 


stocks, are as nothing, when compared with the 
evils paper money banking produces through its 
interference with all the regular operations of in- 
dustry, and through its general demoralization of 
the community. 


We mentioned in our last, that the Bank of 
Steubenville, Ohio, had failed. This bank was 
incorporated in 1809, and in 1816 its charter was 
extended to 1843. In 1830 it failed, and on ex- 
amination it was found that it had a circulation of 
thirteen thousand dollars, to redeem which and to 
pay the private depositors, and $172,000 of Gov- 
erninent deposits, there wasin the vaults the sum 
of two dollars and sixty-two cents. 

In 1839, the bank was revived by a clique of 
Buffalo financiers, who succeeded in throwing a 
great amount of its notes into circulation in the 
southern part of Ohio, and the western part of 
New York. On the 5th of August it suspended. 

A Savannah paper states that the Bank of 
Rome, in the western part of Georgia, has closed 
its doors. 





BANK DEFAULTS. 


The failure of the Mineral Point Bank, Wis- 
consin, of which mention was made in our last, was 
accompanied, as is not unusual in such cases, with 
a bank default. ‘The cashier, a Mr. Knapp, fled 
into Ilinois, but was pursued by some of the pub- 
lic authorities, and arrested at Rockford. Before 
he was taken back to Mineral Point, he gave into 
the hands of a friend some books which he stated 
he did not consider safe in his possession. This 
fact leaked out, and the multitude, (always im- 
pertinently curious in such matters,) insisted on 
the books being examined. The examination was 
made, and there were found certificates of deposit, 
and other valuables, amounting in all to about one 
hundred thousand dollars, ingeniously secured un- 
der the fly, or blank leaves of the books. 


In our Jast, we mentioned the loss of notes, 
amounting in all to about 72,000 dollars, by the 
branch of the Farmers’ Bank at Danville, Vir- 
ginia. As great part of the notes were cancelled, 
and all the specie in the bank was left untouched, 
the editor of the Farmers’ Register thought that 
the depredator in this instance must have been 
some other than a bank officer. Mr. Joseph P. 
Terry, the teller of the bank, has, however, since 
been arrested, on suspicion, and circumstances are 
said to be strong against him. Mr. T’. received 
part of his education in the Brandon Bank of Mis- 
sissippi, an excellent school of modern financier- 
ing. The money stolen from the bank has been 
recovered. It was found in a burying ground, 
secreted under a tomb. 

Farrington, the late President of the Gallipolis 
Bank, Ohio, has not been released from confine- 
ment, but only from prison labor till a new trial 
can be had. 

The Augusta (Georgia) Constitutionalist, speaks 
of defalcations by two bank clerks at Columbus, 
amount not exactly known, but probably not over 
$100,000, nor less than $40,000. The Cashier 
says the deficiency is small, and the bank fully 
secured. 
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have been glad to perform, simply on condition 
of his travelling expenses being paid. 
There ought to be a thorough investigation of 


.the affairs of this bank. The stockholders ought 


to have the poor consolation of knowing what has 
become of their money. 

The notes of the bank have been sold at a dis- 
count of 35, currency; and its stock has been sold 
at $7 a share, Philadelphia currency. 





VETO MESSAGE 


From the President of the United States, 
RETURNING, WITH HIS OBJECTIONS, THE BILL 


“ To provide for the better collection, safe keep- 
ing, and disbursement of the public revenue, 
oy means of a Corporation, to be styled the 

iscal Corporation of the United States.” 


To the House of Representatives of the United 
States: 


It is with extreme regret that I feel myself 
constrained, by the duty faithfall to execute the 
office of President of the United States, and to the 
best of my ability to preserve, protect, and defend 
the Constitution of the United States, to return to 
that House in which it originated, the bill ‘to 

rovide for the better collection, safe keeping, and 

isbursement of the wer revenue, by means of a 
corporation to be sty ed the Fiscal Corporation of 
the United States,” with my written objections. 

In my message sent to the Senate on the 16th 
day of August last, returning the bill “ to incorpo- 
rate the subscribers to the Fiscal Bank of the 
United States,” | distinctly declared that my own 
opinion had been uniformly proclaimed to be 
against the exercise “ of the power of Congress to 
create a National Bank to operate per se over the 
Union ;” and entertaining that opinion, my main 
objection to that bill was based upon the highest 
moral and religious obligations of conscience and 
the Constitution. I readily admit, that whilst the 
qualified veto with which the Chief Magistrate is 
invested should be regarded, and was intended by 
the wise men who made it a part of the Constitu- 
tion, as a great conservative principle of our sys- 
tem, without the exercise of which, on important 
occasions, a mere representative majority might 
urge the Government in its legislation beyond the 
limits fixed by its framers, or might exert its just 
powers too hastily or oppressively; yet it is a 
power which ought to be most cautiously exerted, 

rhaps, never, except in a case imminently 
involving the public interest, or one in which the 
oath of the President, acting under his convic- 
tions, both mental and moral, imperiously require 
its exercise. In such a case he has no alternative, 


He must either exert the negative power in-, 


trusted to him by the Constitution chiefly for its 
own preservation, protection, and defence, or com- 
mit an act of gross moral turpitade. Mere regard 
to the will of a majority must not, in a constitu- 
tional republic like ours, control this sacred and 
solemn duty of a sworn officer. The Constitution 
itself | regard and cherish as the embodied and 


wri will of the whole people of the United 
Baten It is their fixed and fundamental law, 
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which they unanimously prescribe to the public 
functionaries—their mere trustees and servants. 
This, their will, and the law which they have 
given us as the rule of our action, has no guard, 
no guarantee of preservation, protection, and de- 
fence, but the oaths which it prescribes to the 
public officers, the sanctity with which they shall 
religiously observe those oaths, and the patriotism 
with which the people shall shield it by their own 
sovereign will, which has made the Constitution 
supreme. It must be exerted against the will of 
a mere representative majority, or not at-all. _ It 
is alone in pursuance of that will that any mea- 
oe oe ever reach the ooo ; ane to say 
that use a majority in Con ve 

a bill the President should ebere fied om 
is to abrogate the power altogether, and to render 
its insertion in the Constitution a work of absolute 
supererogation. The duty is to guard the funda- 
mental will of the people themselves from (in this 
case I admit unintentional) change or infraction 
by a mines in Congress. And in that light 

one do I regard the constitutional duty which I 
now most reluctantly discharge. 

_Is this bill, now presented for my approval or 
disapproval, such a bill as I have already declared 
could not receive my sanction? Is it such a bill 
as calls for the exercise of the negative power 
under the Constitution? Does it violate the Con- 
stitution by creating a national bank, to operate 
per se over the Union? Its title, in the first 
place, describes its general character. It is “ An 
act to provide for the better collection, safe keep- 
ing, and disbursement of pub/ic revenue, by means 
of a corporation, to be styled the Fiscal Corpora- 
tion of the United States.” In style, then, it is 
plainly national in its character. 

Its powers, functions, and duties, are those 
which pertain to the collecting, keeping, and dis- 
bursing the public revenue. e means by 
which these are to be exerted is a corporation, to 
be styled the Fiscal Corporation of the United 
States. It is a corporation created by the Con- 

‘s of the United States, in the character of a 
ational Legislature for the whole Union, to per- 
form the fiscal purposes, meet the fiscal wants and 
exigencies, supply the fiscal uses, and exert the 
cal agencies of the Treasury of the United 
States. Such is its own description of itself. Do 
its provisions contradict its title? They do not. 
It is true, that by its first section it provides that 
it shall be established in the District of Columbia, 
but the amount of its capital—the manner in which 
its stock is to be subscribed for and held—the per- 
sons, bodies, corporate and politic, by whom its 
stock may be held—the appointment of its direc- 
tors, and their powers and duties—its fundamental 
articles, especially that to establish agencies in 
any part of the Union—the corporate powers and 
business of such agencies—the prohibition of Con- 
gress to establish any other corporation with simi- 
ar powers for twenty years, with express reser- 
vation in the same ainigee, to modify or create any 
bank for the District of Columbia, so that the ag- 
gregate capital shall not exceed five millions; 
without enumerating other features which are 
equally distinctive and characteristic, clearly show 
that it cannot be regarded as other than a Bank 
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favorable both to health and action; and have 
| many laws, which, I trust, will prove high- 
ly beneficial to the interests of the country, and 
fully answer its just expectations. It has been 
my good fortune and pleasure to concur with 
them in all measures except this. And why 
should our differences on this alone be pushed to 
extremes ! 

It is my anxious desire that they should not be, 
I, too, have been burthened with extraordinary 
labors of late, and I sincerely desire time for dee 
and deliberate reflection on this, the greatest diffi- 
culty of my administration. May we not now 
‘pause until a more favorable time, when, with the 
most anxious hope that the Executive and Con- 
gress may cordially unite, some measure of finance 
may be deliberately adopted, promotive of the 
good of our common country. 
I will take this occasion to declare, that the con- 
clusions to which I have brought myself, are those 
of a settled conviction, founded in my opinion on 
@ just view of the Constitution—that in arriving 
at it, [ have been actuated by no other motive or 
desire than to uphold the Institutions of the coun- 

, as they have come down to us from the hands 


__ of our God-like ancestors—and that I shall esteem 


= 


.- 


my efforts to sustain them—even though I perish 
—more honorable than to win the applause of 
men, by a sacrifice of my duty and my conscience. 


JOHN TYLER. 
Washington, September 9, 1841. 





HOW THEY DO THINGS IN OHIO. 


_ Some thirty years ago, a charter was granted 
toa Library mpany, in Newtown, Hamilton 
county, Ohio, which company, after being in ope- 
ration about ten years, sold its books by public 
auction, and dissolved itself to all intents and pur- 


poses, 

Last fall some enterprising gentlemen from the 
east, bought up the shares from the stockholders, 
under the plausible pretext of establishing a 
manual labor school. But, instead of doing this, 
they have, under color of the charter, commenced 
the issue of paper money on a pretty extensive 
seale. ‘This procedure has excited considerable 
indignation in the neighborhood, especially since 
it has been discovered that the company has lit- 
tle wherewith to redeem its issues, except “a 
library,” consisting of Harper’s Family Library, 
some old newspapers, and some rusty novels and 
tracts. The chief book in the collection isa copy 
of “ Oliver Twist, with engravings.” 

_ The company’s issues have been known as those 
of the Bank of Hamilton County, Ohio. We know 
not why so much feeling should be excited. ‘“ Bank 


of Hamilton County” is a very sonorous name. A 


charter isa charter. And the capital of “The 


~—_ ra of Hamilton County” is probably quite as 


é * 


nd as that of many other banks which might 
be mentioned. 


THE FOREIGN NEWS. 
_ According to the advices brought by the Brit- 
tania, the sufferings of the poor of Great Britain 


Were intense, and there was not much prospect 
of their being soon alleviated. 
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Some days before this vessel left Liverpool, a 
considerable excitement prevailed in the grain 
market, in consequence of the state of the weather, 
and a considerable advance took place in the price 
of wheat and flour. But at the time of her depar- 
ture, the weather had become very fine, and there 
was some decline in prices. 

A Liverpool house, engaged in the American 
trade, has failed for, it is said, 50,000 pounds. 

A large failure in Glasgow, has increased the 

loom in Scotland, occasioned by the failures at 


aisley. 
INCIDENTS. 
Considerable excitement was produced in this 
city, one day last week, by a statement in one of 
the papers respecting the Bank of Pennsylvania. 





The statement was substantially that the defi- 


ciency of Smith, a former clerk, was nine hundred 
thousand dollars instead of one hundred thousand, 
and that the bank had, in imitation of the U. S. 
Bank, made an assignment of its effects. The 
President of the bank promptly came forward, and 
under his dWn signature declared that there was 
*‘ no foundation for such rumors !” 

A Mr. Charles Esenwein, a merchant of this 
city, has been “financiering” in a manner for 
which he will be punished, if he can be caught, 
as he had no “charter” for his doings. He took 
possession of great part of the effects of two com- 
mercial houses, with which he was connected, 
one in this city and one in New York, and with 
these effects embarked for Europe. He is a 
German by birth, and was extensively engaged in 
the tobacco trade. 


CONGRESS. 

The land distribution bill having passed both 
Houses, and received the signature of the Presi- 
dent, has become a law. 

The revenue bill was amended in the Senate, 
by striking out the duty on tea and coffee. This 
made it necessary, after the bill had passed the 
Senate, to send it back to the House: and in the 
House other amendments were made, which made 
it necessary to return it to the Senate. 

The Fiscal ation bill was, on the 3d of 
September, by the Senate. Yeas 27, na 
22. On the 9th, the President sent it back to the 
House, with a message, of the character of which 
it is unnecessary to speak, as we spread it at 
length before our readers, 
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PRICES OF BANK NOTES AND SPECIE. 


BANK NOTES. 


The Ohio Statesman cautions the public against thé Ur. 
bana Banking Company, affirming that its concerns are in 
a condition something like that of the West Union and 
Galliopolis banks. Wayne County (Ohio) Democrat 
cautions the farmers against the German Bank of Wooster 
—a caution which we trust they received in time, as that 
bank has since proved a total failure. 

A co dent of the Spirit of the Times, says the Erie 
Bank “ has entered into arrangements to take 250,000 dol- 
lars of the relief bill loan ;” in other words, the Erie Bank 
has agreed to issue 250,000 dollars of our new State Jae 
money. These notes will be receivable in payment o 
due to the Bank of Erie and tothe State. The notes of the 
Erie Bank are now at a de iation of 8 or 10 per cent. in 
Philadelphia, which depreciation will not be lessened by the 
contemplated emission of more paper. 


BANK DEFAULTS. 


We have just heard of two additional bank defaults. 
The first has been committed by a Mr. Jones, teller of the 
Mechanics & Farmers Bank, Troy, N.Y. He has just gone off 
with ten thousand dollars belonging to the bank, and, one 
of me newspapers says, “a young lady belonging to the 
public.” 

The second has been committed by the cashier of the Cape 
Fear Branch Bank, at Raleigh, N.C. “No suspicion had 
been excited,” says the Farmer's Register, “ but the presi- 
dent of the mother bank finding that times were squally, 
and defalcations peing brought to light plentifully, nae 
where least suspected. thought he would wake a } ne-a-iag 
tour of inspection to all his branches. The Raleigh - 
tion was the first fruit of his investigation. The ne - 

rs of Raleigh say not one word about the matter. GO 
information is derived from gentlemen just arrived from 
Raleigh, and who well know the facts as there reported and 
believed. Would it not be a good gee to have a ge 
official search into the accounts and funds of all uns 
banks ?”" On the 6th, the amount of defigit was ascertained 
to be 12,000 dollars. 


THE STATE OF TRADE. 


A fair amount of business is doing. Cotton has fallen in 
New York, one cent a pound, since the publication of our 
last number. It is the only article, we believe, that has 
fallen, since we commenced issuing this journal. We have 
remarked that in commodities there has been a general rise 
of prices, and this, with other signs, has indu us to fear 
that more currency troubles are yet to be encountered. 

The news brought by the Brittania, caused quite a com- 
motion in the flour market. The agents of speculators has- 
tened from Boston to Albany, and thence to places in west- 
ern New-York, buying up all the flour they could lay hands 
on. Flour rose, but the rise was temporary. It is quoted 
in the New York Price Current of Saturday, Sept. 1th, at 
precisely the same price as on Saturday, August 28th, two 
weeks previous. At as there has been an ad- 
vance, however, of 25 cents a barrel. 


THE STOCK MARKET. 


It cannot be said that the stock market is dull, for 
sales have been effected. But in oe all kinds of stocks, 
a decline of prices has taken place. is is owing to a va- 
riety of causes. It is rumoured, and by some believed, that 
the British government will make a peremptory demand for 
the release of M’Leod. This immediately affects the 
of State stocks, as, in the case of a rupture with Great Bri- 
tain, the best market for them would cut off. In Phila- 
de|phia, the explosion of the United States Bank, has natu- 
rally and necessarily, shaken confidence in all banks. 

The Government has advertised for an additional loan of 
one million, Let a close watch be kept on such of the 
banks as take the whole, or any part of it. 


THE VETOS. 


The effect of President Tyler's two vetos, has been at 
once to dissolve the cabinet, and also the dreams of those 
bubble-bldwers who hoped by an infusion of United States 
teks the general mass of credits, to raise the price of every 
thing. 

Walter Forward of Pennsylvania is to be Secretary of the 
Treasury. Judge Upshur of Virginia is to be Secretary of 
the Navy. Judge Molaise of Obio is to be Secretary of 
War: and Mr. Wickliffe of Kentucky, is spoken of as the 
new Post-Master-General. 

It is uncertain as yet, what system of fiscal management 
will receive the sanction of the President and his new 
cabinet. 





The President's Message has obliged us to exclude several 
articles prepared for this number—among others, a notice 
of the Bank Reformer, a new periodical lately started at Pe- 
tersburg, Virginia. 


The chapter on Banks as Corporations, begun in our last, 


| is continued on the next page. 
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What is worst of all, (if worse than what 
has already been stated be possible,) is, that 
want of moral feeling and responsibility 
which characterizes corporations. A cele- 
brated English writer expressed the truth, 
with some roughness, but with great force, 
when he declared that ‘‘ corporations have 
neither bodies to be kicked, nor souls to be 
damned.” 

All these objections apply to our Ameri- 
ean Banks. 4 

They are protected, in most of the States, 
by direct inhibitions on individuals engaging 
in the same business. 

They are exempted from liabilities to 
which individuals are subjected. If a poor 
man cannot pay his debts, his bed is, in 
some of the States, taken from under him. 
If that will not satisfy his creditors, his body 
is imprisoned. ‘The shareholders in a bank 
are entitled to all the gain they can make by 
banking operations; but if the undertaking 
chances-to be unsuccessful, the loss falls on 


_ those who have trusted them. They are re- 


sponsible for no more than the amount of 
stock they may have subscribed. 

For the old standard of value, they substi- 
tute the new standard of bank credit. Would 
government be willing to trust to corpora- 
tions the fixing of our standards and mea- 
sures of length, weight, and capacity? Or 
are our standards and measures of value of 
less importance than our standards and mea- 
‘sures of other things ? 


They coin money out of paper. What 


has always been considered one of the most 


important prerogatives of government, has 
been surrendered to the banks. 

In addition to their own funds, they have 
the whole of the spare cash of the communi- 
ty to work upon. 

_ The credit of every business man depends 
on their nod. They have it their power to 
ruin any merchant to whom they may become 


_ We have laws against usury; butif it was 
the intention of the legislature to encourage 
usurious dealings, what more efficient means 

could be devised than that of establishing in- 
2 “eine paper money banks? 

Government extends the credit of these 


institutions, by receiving their paper as an 


equivalent for specie, and exerts its whole 
power to protect and cherish them. Who- 
ever infringes any of the chartered privileges 


of the banks, is visited with the severest 


penalties. 
_ Supposing banking to be a good thing in 


itself, why should bankers be exempted from 


s il 


liabilities to which farmers, manufacturers, 
and merchants are subjected? It will not 
surely be contended that banking is moye 
conducive than agriculture, manufactures, 
and commerce, to the progress of national 
wealth. 

Supposing the subscribers to banks to be 
substantial capitalists, why should artificial 
power be conferred on them by granting 
them a charter? Does not wealth of itself 


confer sufficient advantages on the rich man? 


Why should the competition among capitalists 
be diminished, by forming them into com- 
panies, and uniting their wealth into one 
mass? 

Supposing the subscribers to banks to be 
speculators without capital—what is there so 
praiseworthy in their design of growing rich 
without labor, that government should exert 
all its powers to favor the undertaking ? 

Why should corporations have greater 
privileges than simple copartnerships ? 

On what principle is it, that, in a profess- 
edly republican government, immunities are 
conferred on individuals in a collective ca- 
pacity, that are refused to individuals in their 
separate capacity ? 

To test this question fairly, let us suppose 
that a proposition were made to confer on 
fourteen individuals in Philadelphia, and 
three or four hundred individuals in other 
parts of the country, the exclusive privileges 
which three or four hundred incorporated 
banks now possess. How many citizens 
would be found who would not regard such 
a proposition with horror. Yet privileges 
conferred on corporations are more perni- 
cious, because there is less moral feeling in 
the management of their concerns. As direc- 
tors of a company, men will sanction actions 
of which they would scorn to be guilty in 
their private capacity. A crime which would 
press heavily on the conscience of one man, 
becomes quite endurable when divided among 
many. 

We take much pride to ourselves for 
having abolished entails, and justly, in so 
far as the principle is concerned: but it seems 
to be lost sight of by’ many that entails can 
prove effective only where the land is of 
limited extent, as in Great Britain; or where 
the mass of the population are serfs, as in 
Russia. In those districts of our country 
where negro slavery prevails, entails, aided 
by laws of primogeniture, would have kept 
estates in a few hands: but in the middle 
and northern States, a hundred ways would 
have been contrived for breaking the succes- 
sion. If direct attempts had proved unsuc- 
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cessful, the lands would have been let on 
leases of ninety-nine, or nine hundred and 
njnety-nine years, which would have been 
nearly the same in effect as disposing of them 
in fee simple. ‘The abundance of land pre- 
vents its being monopolized. Supposing the 
whole extent of country, from the Atlantic to 
the Pacific, and north of the 39th degree of 
latitude, parcelled out among a few great 
feudatories; those feudatories, in order to de- 
rive a revenue from their domains, would be 
forced to lease them in a manner which would 
give the tenants the whole usufruct of the 
terrene; for the quit rent would be only an 
annual payment, instead of a payment of the 
whole in advance. 

But the floating capital of the country is 
limited in amount. ‘This, from the condition 
of things, may be monopolized. A small 
portion of the community have already, 
through the agency of banking operations, 
got possession of a great part of this floating 
eapital, and are now ina fair way of getting 
possession of much of the remainder. Fixed 
and floating capital must be united to produce 
income, but he who has certain possession 
of one of these elements of revenue, will not 
long remain without the other. 

The difference between England and the 
United States, is simply this: in the former 
country, exclusive privileges are conferred 
on individuals who are called Lords; in the 
Jatter, exclusive privileges are conferred on 
corporations which are called Banks. The 
effect on people of both countries is the same. 
In both the many live and labor for the bene- 
fit of the few. 





CHAPTER X. 


Of the Popular Arguments in favor of 
Banking. 


Tne objections to the American Banks are 
of three kinds. First, such as arise from 
their substituting paper money for metallic. 
Secondly, such as arise from their introduc- 
ing an unsound system of credit. And third- 
ly, such as arise from their nature as cor- 
porations. If the reader will take a view of 
all the different operations of the banks, con- 
necting them together in his mind as they 
are connected in fact, he will require no refu- 
tation of the popular arguments in favor of 
the system. Nevertheless, it may not be 
amiss, for the satisfaction of some, to consi- 
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der these arguments in the form in which 
they are commonly presented. 

* Banks make money plenty.” 

No, they make real money scarce. As 
bank notes are circulated, gold and silver are 
driven away. It is contrary to the laws of 
nature for two material bodies to fill the same 
space atthe same time: and no fact is better 
established than that, where there are two 
kinds of currency authorized by law or sane- 
tioned by custom, that which has the least 
value will displace the other. If banks at 
any time make money more plentiful than it 
would be if only gold and silver circulated, 
they diminish its value in increasing its quan- 
tity. The valuation, or relative estimation 
of things, is thereby enhanced, but not an 
atom is added to the wealth of the com- 
munity. 

‘“« Banks diminish the rate of interest.” 

So far is this from being true, that the 
banks tend to increase the rate of interest, by 
collecting capital into large masses, and di- 
minishing the competition among money lend- 
ers. ‘They also, by their various operations, 
immediate and remote, give rise to a multi- 
tude of usurious transactions. 

‘“* Banks do much good by lending money 
to individuals.” 

But much less good than would be done, 
by the owners of this money lending it 
themselves. Banks, as was observed in a 
previous chapter, do not increase the loana- 
ble capital of the country, but only take it out 
of the hands of i‘s proprietors, and place it 
under the control of irresponsible Bank Di- 
rectors. 

‘« If there were no bank notes, specie must 
of necessity be fare transported to and 
from distant parts of the country, at great 
expense and great risk.” 

The trade between different parts of the 
country is not an interchange of bank notes 
or of specic, but of the. products of the soil 
and the industry of the inhabitants. By pri- 
vate bills of exchange, the sums due to one 
trader could be transferred to another; and it 
would be necessary only occasionally to dis- 
charge balances in specie. This is, in fact, 
the present custom of trade, bank notes being 
to only a limited extent, substitutes for bills 
of exchange. 

‘© Banks diminish the rate of exchange be- 
tween different parts of the country.” 

Then they do great evil. The rate of ex- 
change is the natural balance-wheel of trade. 
Banks cannot interfere with this, without 
doing harm. When they lessen the rate of 
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naa. they remove a natural check on 


ing. 
‘“s Banke give greater security than indi- 
viduals in buying and selling exchange.” — 

If they do, it is because the other opera- 
tions of banking have rendered all kinds of 
business uncertain. In countries where pa- 
per money is unknown, no more risk attends 
dealings in exchange than attends other kinds 
of dealings. 

« Such are the customs of trade in the 
United States, that banking seems neces- 
sary.” 

But the customs herein referred to have 
their origin in an improper system of bank- 
ing, and, as they are pernicious, ought to be 
abolished. 
_ * All commercial countries have some sys- 
tem of banking.” 
____ And none have a worse system than the 
United States. In all commercial countries, 
there are men who receive money on de- 
posit, lend money, and deal in exchanges; 
but the system of banking on paper money, 
_ is of modern origin. ‘The cities of Greece 
and Rome, and Egypt, and ancient Asia, at- 
tained to wealth far greater than we can boast 
of, without the aid of chartered banks. In 
all countries in which paper money banking, 
or, money of any kind, has been intro- 
_ duced, it has done much evil. Austria, Rus- 
sia, Sweden, France, Denmark, Portugal, 
_ Brazil, and Buenos Ayres, all bear witness 
to this truth, as well as England and the 
United States. To these countries we may 
add China, in which paper money was tried 
before the commencement of our era, and, on 
experience’ of its ill effects, abandoned. 
‘ tee. fsa evils that are mentioned as 
BAe wing from banking, proceed, in fact, from 
abuses of it. Banking on setepdioie 
4s productive of great benefits.” 
We willingly admit that banking on pro- 
per principles would be productive of great 
__ benefits: but we deny that banking with pa- 
_ per money, or by corporations possessing 
peculiar privileges, is banking on proper 


** Paper is more convenient than specie in 
ge payments.” 

___ Deduct from the total of large payments, 
1»! ie all those that are made on account of accom- 
_ modation’ at bank, and all those made on ac- 

___ eount of the wild speculations introduced by 
banking, and it will be found that so few 
Jarge payments would remain to be made, 

that we should be able to get through them 
all without difficulty. To count out a sum 
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in ten or twenty dollar gold pieces, would be 
aseasy as to count it out in ten or twenty 
dollar bank notes. Before the establishment 
of a bank in Montreal, guineas were done up 
in rouleaus, and such was the confidence the 
merchants had in one another, that the paper 
envelopes of the guineas were seldom broken. 


We mention this merely to show that the ef- 


fecting of large payments with metallic mo- 
ney, would not be a work of so much diffi- 
culty as some imagine. In cases where great 
despatch was required, the silver or gold 
money might be weighed, as was done by 
the Bank of England in 1825, when the de- 
mands for gold were so urgent, that the tel- 
lers had not time to count the sovereigns they 
paid out. 

If we wish to effect large payments with 
the least possible inconvenience, we must es- 
tablish a single office of deposit and transfer 
in each large town. ‘This would save the 
time which is now lost in running from bank 
to bank. 

«« Paper saves the wear and tear of coin.” 

The saving is too insignificant to be taken 
into a national account, in a subject of so 
much importance as the soundness of the cur- 
rency. Mr. Gallatin says that ‘‘ the annual 
amount wanted to repair the loss occasioned 
by friction in gold and silver coin, cannot ex- 
ceed, taking the highest computation, seventy 
thousand dollars a year in a coinage of forty 
millions, and is probably much less.’ This 
estimate has been formed by Mr. G., “ from 
various opinions deduced from actual experi- 
ments.” 

Dr. Moore, the Director of the United 
States Mint, in a report made to the Presi- 
dent in 1826, computes the loss on gold coins 
at two per cent. in fifty years, and on silver 
coins at only one per cent. 

According to the report made to the Sen- 
ate by the pasties of which Mr. Sanford 
was chairman, half-dollars and _half-eagles 
will circulate for one hundred years, and dol- 
lars and eagles for two hundred years, without 
being so much worn or defaced as not to 
serve the purposes of a circulating inedium. 

«« Banks afford the public a safe place for 
depositing their funds.” 

Not always. One hundred and sixty of 
these safe depositories, have broken in the 
last twenty years, and one hundred and sixty 
more may break in the twenty years next to 
come. 

Again: all those who deposited money in 
the banks in the early part of 1814, received 
back their deposits in money of inferior value. 
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What has happened once, may happen more 
than once. 3 

The probability is, that ten times as much 
has been lost by depositing money in banks, 
as would have been lost if people had kept 
their money in their own houses. 

“* Every man ought to be allowed to use his 
own credit,” 

Exactly so; and therefore we ought not 
to have incorporated banks, which give cre- 
dit to some, by taking it from others. These 
institutions owe their credit to acts of Assem- 
bly. If their charters were taken from them, 
not even their own stockholders would trust 
them. Every man ought to be allowed to 
use his own credit; but he ought to get that 
credit fairly, and use it properly. 

“* If there were no banks, it would be easy 
fo borrow money on bond or mortgage, for 
long periods, but it would not be possible to 
obtain discount of merchants’ business paper, 
which has but a few months to run.” 

Not so: if the corporate banks of Phila- 
delphia were abolished, many private banks 
would spring up in their place. The own- 
ers of these private banks would be men in 
whom the public could place confidence, for 
they would be responsible in the whole 
amount of their estates. They would be 
men of great wealth, for it is in lending mo- 
ney that men of large fortunes can employ 
their capitals with most profit and conveni- 
ence. ‘The competition among them would 
be such, that business notes would be dis- 
counted on more favorable terms than at pre- 
sent. ‘They would allow interest on such 
sums as their customers might leave in their 
hands. For their own convenience, they 
would establish a public office of transfer and 
deposit, and pay the greater part of the ex- 
penses of this institution. 

The system of private banking in Eng- 
land, has done much evil, (though much less 
evil than the system of corporate banking in 
the United States,) because the private banks 
of England have traded partly on paper mo- 
ney issued by themselves, and partly on that 
issued by the Bank of England. 

In Scotland, where the regulating power 
is in the unincorporated banks, the system 
does less evil than in England, although pa- 
per money is used in both countries. 

Private banking in Switzerland, Holland, 
France, Hamburg, and Bremen, does much 
good and no evil. Such a system will we 
have in the United States, when paper mo- 
ney shall be abolished. In every town in 
the United States, in which there is trade 


enough to require it, private bankers will 
spring up, who will receive money on de- 
posit, and pay interest for the use of it: lend 
m@ney on interest: buy and sell bills of ex- 
change: attend to the collection of debts, and 
in various ways facilitate business. Operat- 
ing on sufficient capital, these private bank- 
ers will not ruin their customers by violent 
‘‘contractions.”” Neither will they incite 
them to engage in improper enterprises, by 
sudden and great ** expansions.” 

Our corporate banks do no good to com- 
pensate for the evils they occasion, by their 
continual alterations of the measures of value, 
by the uncertainty they give to trade, and 
by the advantages they confer on some men 
over others. With private banks, and pub- 
lic offices of transfer and deposit, we should 
have all that is good in the present system 
without the evil. 





CHAPTER XI. 
Of Restrictions on Banking Corporations. 


Tue evils which are produced by paper 
money banking, are so great as to force 
themselves on the attention of those who are 
most deeply interested in the continuance of 
the system. To remedy these evils, they 
propose various restrictions on banking cor- 
porations, or new modes of conducting their 
business, 

A common opinion is, that if the banks 
would not discount accommodation notes, 
and if they would confine themselves to busi- 
ness paper of short dates, their operations 
would not be injurious to the community.* 
Buta little reflection may convince us, that 
by discounting business paper, as much bank 
paper might be set afloat,@s by discountin 
accommodation notes. The same lot of 
goods might be sold to a dozen persons, and 
each might give a note, and each of these 
twelve notes might be discounted at bank. 





* This opinion was sufficiently refuted by the Bullion 
Committee, so long ago as 1811; and the correctness of their 
conclusion is confirmed by those who have had-the best op- 
portunities for observing the operations of the Banking Sys- 
tem. ‘I consider the opinion entertained by some,” says 
Sir F. B., “ that the bank ought to regulate its issues by the 
pebs demand, as dangerous in the extreme: because I know 

y experience, that the demand for speculation can only be 
limited by want of means.” The general practice in 
land is to discount only business paper, but this does not 
prevent the recurrence of evils similar to those we suffer in 
the United States. 
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This Journat or Banxina, or Bank Newspaper, is pub- 
lished once in every two weeks, making in a year, with the 
index, a volume of 416 pages. 

The price for a single copy, is $1,50 per annum; for four 
copies, $5; for ten copies, $10. 

In all cases, subscriptions must be paid in advance. 

Subscriptions are received in— 

Puriapetputa—By the Editor, No. 302 Race street. 

Mr. G. B. Ziener, News-vender, corner of Third and Dock. 

Mr. J. R. Coton, News-vender, 2034 Chesnut street, 

New Yorx—Mr. W. Harwarp, Stationer, 89 Division st. 

Battimore—Mr. W. Taytor, News-vender, North street. 

_ Boston—W. H. 8. Jorpan. 

Single numbers for sale as above. 

In other places, subscriptions will be received by any per- 
son who chooses to appoint himself agent for others, and re- 
mit the money for one, two, five, ten, or more copies. 

Postmasters have a right to frank letters written by them- 
selves, containing subscriptions and payments for news- 
papers and other periodicals. 








THE BANK REFORMER. 


The Bank Reformer, (which we had barely 
room to allude to in our last,) is published at 
Petersburg, Virginia, by Edmund Ruffin, Sr., the 
editor of that valuable periodical, the Farmers’ 
Register. In his agricultural publication, Mr. 
Ruffin has offered many sound and valuable ob- 
servations on the subject of banking, and has now 
issued the first number of a periodical intended to 
be devoted exclusively to the object of bank re- 
form. We most cordially wish him success; and 
will transmit to him the names of any persons in 
Philadelphia, who wish to become subscribers to 
his new work. 


The age Reformer is to be issued once a 
month, for six months, certainly. The price is 
one dollar for three sets of six numbers each, to be 
directed to one address. Five dollars will pay for 
two hundred copies of one or more numbers, to be 
directed by mail or otherwise to any single ad- 
dress; or for one hundred and fifty copies to be 
directed separately. One dollar will pay for 
twenty-five copies, if the publisher is allowed to 
select the numbers, and direct them to a single 
address. , 

The form is octavo, sixteen pages in each num- 
ber, double column. 
A leading object of the editor appears to be to 
oduce a resumption of specie payments by the 
sof Virginia. Perhaps it will not be an ob- 
ject easily accomplished. A bank officer here, to 
whom we applied for information as to when the 
banks of Philadelphia meant to resume, spoke in- 
definitely of “some time in the next century!” 
Perhaps he was Jesting. 
We extract a part of one of the articles in the 
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first number of the Bank Reformer. The remarks 
may be applicable to other banks, as well as those 
of a 

“The banks are not getting ready for a return 
to specie payments, because they expect again to 
put off the requisition of law for another year; 
and, according to the rate of their recent progress, 
they never will be more ready than they were last 
winter, or the winter before that. The first six 
months of the present year they have even in- 
creased their average paper circulation compared 
to their specie. And this operation, so treacher- 
ous to the object of the law of indulgence, and 
most unjustifiable in every respect, was so enor- 
mous in the Farmers’ Bank during the first three 
months, that its nett profits, (which are of course 
increased in proportion to the excess of paper over 
specie,) were as high as 10 per cent. per annum. 
And so lost to all sense of shame were the au- 
thorities of that bank, that the official report, fur- 
nished to the newspapers, was prefaced with a 
boast of this great profit, as if it were a notable 
evidence of their merit.” 





THE PUBLIC MONEYS. 


The National Intelligencer announces the fact 
that the public moneys at Washington, have, with 
considerable formalities, been transferred from the’ 
Treasury to the Bank of the Metropolis. 


Was this procedure legal ? 


The 4th section of the Act of Sept. 2d, 1789, 
for establishing a Treasury Department, declares 
that “the Treasurer shall keep the money of the 
United States, and disburse the same.” » 

There is no law whatever to authorise the de- 
posit of any of the public moneys in banks, except 
the Act of March 3d, 1809. In the second clause 
of the fourth section of this Act, it is declared, 
that the pay-masters of the army, the military 
agents, the pursers of the navy, [and agents for 
the purpose of making contracts, or for the pur- 
chase of supplies, or for the disbursement in any 
other manner of moneys for the use of the military 
establishment, or for the navy of the United States,] 
shall, whenever practicable, keep the public mo- 
neys in their hands in some incorporated bank, to 
be designated by the President of the United 
States.” This is the only Act that we know of 
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that sanctions the keeping of public moneys in 
banks, and this covers ony: a small part of the 
amount. 

‘The act for the repeal of the Sub-Treasury 
Act, if strictly interpreted, prohibits the*deposit 
of the public money in banks, e : in en 
cases ial] vided for by the act 
quoted of 1800. Tedakee’ it a crlinindl Sffon3\ta 
any collecting, disbursing, or other = lo Tena 
the public moneys. 


To deposit the public moneys in any bank, (un. 


less with a special proviso that the moneys so de- | 


uses.) 


posited shall be applied to none but public 
is to /end the public moneys to the bank. It is 
done also that the bank may lend them again, and 
ee. to the very officer who makes the de- 


posit. 


We are Sitetting an important question. While 
“the pet bank system” is odious, and, as we con- 
bite 5 justly odious, to the great body of both the 
political parties into which the nation is divided, 
it is regarded with an eye of favor by a small 
clique of politicians, and paper money “ finan- 
ciers.” This little clique think that by one party 
standing out for an Independent Treasury system, 
and the other party for a National Bank, their 
favorite “pet bank system” must necessarily be 
restored. It will be so if usage is to have more 

force than law. 


As the laws now stand, the Treasurer should 
keep the public moneys at Washington, and the 
collectors, receivers, and postmasters should keep 
them in other parts of the country. None but the 
disbursing officers mentioned in the fourth section 
of the act of 1809, should make deposits in banks. 


Three or four years may elapse before Congress 
may be able to agree on a new fiscal system. Is 
usage during all this period to prevail over law? 
* The argument in favor of the pet bank system, 
drawn from usage, is not one which would be ad- 
mitted as valid in a court of justice. It is not 
“usage whereunto the memory of man runneth not 
to the contrary.” His memory must be very short 
indeed, who cannot recollect that within the pre- 
sent year, the public moneys were otherwise 
kept. 

Perhaps it will be urged that it is more conve- 
nient to keep the public moneys in banks, than to 
keep them in the Treasury and in the Custom 
Houses. But is the law of the land to yield to the 
convenience of public officers?’ In the Treasury 
Department there is, however, every convenience 
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ney. So also is there i 
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for the safe keeping of the public money ; nor did 


those Treasury officers, on whom the duty de- 
volved of receiving and paying them out, find any 


great inconvenience therein. In the new Custom — 
House at New York, where the principal part of — 
the revenue is received, there is, also, every cons 
venience for the safe 
in most of the 

Houses, and in the Land offices, 


Will it be urged that the public moneys will be 
safer in the banks, than in the hands of the pu lie 
officers? Three times, within three on 
the greater part of the banks to the south and 
west of New York, suspend specie paymer 
That the banks in the city of New York ae 
in October, 1839, follow the lead of the a 
States Bank, was, as we have every reason t 
lieve, owing entirely to the firmness of Mr, 
bold, the president of the Bank of Ameria MY 
they had yielded, the suspension would have b 
universal. And who can tell, now, how le 
banks of New England and New York 
able to maintain specie payments? Pireigh 
changes are rising, and specie is daily leaving th 
country. The negotiation of a loan of twe 
millions by the Government, has, moreover 
tendency to derange the whole bankin 
ment in the specie paying region. And 
rupt act, which goes into operation in Fet 
next, may have an effect on the bali 
many of the friends of that measure oe 
anticipated. 7 

To a system of individual agency in 


an 


the public moneys, there are, we know, _ on 5 


objections. But the act for establishing a 


sury Department, gives to the Secretary power , 


prescribe the manner in which the public 

shall be kept; and he can, by means of T 

orders, cause a kind of double lock and key and 
joint responsibility system to be adopted at all 
the large Custom Houses, and the most important 
Land Offices. Under such a system, the public | 
moneys would probably be safer than in the 
especially since a law of the last session makes 
ita criminal offence in any public officer to apply _ 
them to private purposes. 


We write not to cast censure on Mr. Ewing, | 
the late Secretary of the Treasury. He, no 
doubt, thought he was doing right in removing 
the public money from the Treasury to the Bank 
of the Metropolis. But it ought to be generally 
known that there is no law whatever to warrant 
the revival of “the pet bank system.” 
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EXTRACTS FROM THE PRIVATE DIARY 
OF A CERTAIN BANK DIRECTOR. 
No. I. = 
Tuesday.—Beset during the whole day by a 
crowd of ciiger mechanics, to whom, aun the 


late high ee I had sold, or let on nd rent, 
some hundreds of lots in the city and the many 


new and important towns and villages that were 


then rising up around us on every side. The 
company of this class of people is always disa- 
greeable, but I had to endure it. On a great 
number of these lots they have erected substantial 
buildings, but oene to the pressure of the times, 
(produced re y the doings of the Govern- 
ment,) these buildings rent at very reduced rates, 
and such of the lots as remain vacant will sell for 
but a small part of their original cost. Made the 
best arrangement with these people that I could, 
both for themselves and for myself. I cannot en- 
ter into particulars. It is enough to say that 
there is a fair prospect of my getting back one- 
half of my lots with good houses upon them, and 
the mechanics who built them will be rid of all 
incumbrances—for property is always an incum- 
brance to this kind of people. I fear, though, | 
shall have to sue some of them to get my just dues, 
and this will be very unpleasant and somewhat 
expensive. 

as bored for a whole hour by that eccentric 
old mortal, Judge Johnson of West-Quoddy Head. 
He maintained that I and Snatchpenny and 
O’Squeezem, and the other directors of the great 
bank of Bubble-opolis, are conducting our affairs 


_____ on false principles. He said that the proper busi- 


ness of a bank is granting facilities to merchants 
enn business paper, and that to this we 
ught to confine ourselves. He averred that a 
_bank’s dealing in cotton was only a kind of whole- 
sale pawnbroking. He said that the bank of West- 
Quoddy Head, of which he is a director, never 
discounts any thing but business paper, and has in 


consequence not made one bad debt in twenty- 


five years. 

I cannot subscribe to such views. Banks, so 
far as my observation goes, are not established by 
people who want to lend money, but by people 
who want to make gust be We pay heavy sums 
to the State for our privileges, either in the shape 
of a s or of an annual tax. And it is 
nee indeed, if after this we are not to be al- 
lowed to use our privileges for our own exclusive 
benefit. 


. - Wednesday.—It seems as if my troubles were 


- mever toend. To-day I was tormented by groups 


of old men, and old maids, and old widows, and 
some young ones among them, to whom I had 
sold stocks when they were high. Stocks have 
fallen now, and these foolish people really seem 
I told them that the fall 
of stocks was altogether owing to the infamous 
Specie Circular, and the odious Sub-Treasury, 
and thus satisfied some of them. With the rest 
I did the best I could—that is, I bought back 
their stocks at such prices as I was able and will- 
ing to give. Some of them said I was rather 
buying them back at such prices as they, from 


stress of circumstances, were forced to take. But 
what is this but the «usual course of trade? All 
questions of price are questions of power—of pow- 
er on the side of the seller to get as much as he 
can, and of power on the side of the buyer to give 
as little as he can. 

I was truly grieved at the conduct of many pro- 
fessing Christians, both among the mechanics who 
visited me yesterday and the motley group that 
filled my office to-day. Downright infidels— 
very heathen—could hardly have displayed less 
resignation under reverses of fortune. There was 
one old father in particular, a man seventy-five 
years of age, and a member of the church from 

is youth, who seemed as if he would go frantic 
under his losses. He had, by my advice, sold his 
farm, in a neighboring county, for five thousand 
dollars, and invested the proceeds in a stock, 
which was then the best in the market, being 
fifty per cent. above par. Through the vicissi- 
tudes of the times, (caused entirely by the abomi- 
nable proceedings of Government,) it is now fifty 
per cent. below The old man said he knew 


not how, with what was left, he should be able to 


support himself, his aged and bed-ridden wife, and 
three small grand-children, who had, within the 
Jast six months, lost both father and mother. 

Thursday.—Good news at last. The odious 
Specie Circular is repealed! I know not at 
which most to rejoice, whether at the Govern- 
ment’s being compelled to bow to the banks, or to 
the power now given to us to raise prices as high 
as we please. One joy is enough for one ay 
and the prospect of the rise of prices is quite suffi- 
cient of itself to make me forget all my past trou- 
bles. Now for the sale of the lots and houses that 
were transferred to me on Tuesday, and for the 
stocks I bought on Wednesday. And now I shall 
be able to do something handsome with my three 
million acres of Western lands, and my six town 
plots. I may as well call them mine, for I have 
so arranged matters that Newcraft can never get 
them from me. 

Of all means of advancing the wealth of a coun- 
try there is none like banking. Agriculture, 
manufactures, and commerce, are well enough in 
their place; but they all sink into insignificance 
when compared with this modern mode of acquir- 
ing wealth—or rather of producing, for I wil, 
maintain that the two terms are synonymous. By 
our banking operations, between 1834 and 1836, 
we gave value to many pieces of property which 
never had any value before, and which will never 
have any value again. The pine lands of Maine 
attest our power, as do also the cabbage gardens 
in the neighborhood of New York, and the lands 
ten feet under water in the new State of Arkansas, 
An able writer estimates all the landed property 
in the United States as haying been worth four 
thousand millions of dollars in 1834, and six thou- 
sand millions in 1836.* By our banking opera- 
tions we added half as much to the value of real 
estate in two years, as all the industry of the 
country had been able to give it in two hundred 
years. And if the Government had not interfered 





* See pages 106 and 149 of “ Principles of Political Econo- 
my.” By H.C. Carey. Philadelphia, 1837. 
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with its despotic and atrocious experiments, who 
knows but that we might,«in two years more, 
have made the real estate of the country worth 
sixty thousand millions ! 

i this obstacle is happily removed, confi- 
dence will be restored, and we shall on in- 
creasing in wealth. Some say this will be only 
in ance. Let it be so. Whatis there that 
is eray real in this world of vanity and show? 
Every thing depends on our conceptions of things, 
and if a man can only fix it firmly m his fancy that 
he is worth six millions of dollars, he may enjoy 
just as much happiness as if he reall 
this amount of solid wealth. If he the whole 
sum in silver dollars he could not eat them or 
drink them; neither could he eat or drink what 
they could procure. 
very few, and easily supplied ; but most men have 
cravings to which it is not easy to set limits. 
And I will affirm that there is no way in which 
all men’s cravings, or even the cravings of any 
pret number, can be satisfied, unless it be by 

nking, or some similar contrivance. It is, in 
the nature of things, absolutely impossible that all 
men, or that any great number of men, should be 
very rich; but by the rise of prices, produced by 
plentiful issues of paper money, a great many may 
be brought to believe that they are very rich, and 
thus enjoy as much satisfaction as if they really 
abounded in wealth. Happiness resides in the 
mind. All philosophers agree in this. 

Friday.—Great jubilation at a meeting of our 
friends to-day ; but Satan came among us in the 
guise of a Loco-Foco, and a more appropriate 
shape he could not have assumed. o-Foco 
Gad thack about the importance of a fixed stand- 
ard of value—that it would be as absurd to be 
always changing the size of the bushel, or the 
length of the yard stick, as to be always chang- 
ing the value of the dollar, &c. Talked, also, 
much about justice, and equity, and honesty, and 
all that sort of thing. The devil can, you know, 
i scripture to serve his purpose. ‘Told Loco 

at all he said was very true in the abstract; 
but he was a mere theorist. I was a practical 
man. Loco asked me if I knew the true meanin 
of the word “theory.” Told Loco that if I di 
not, my friend Dr. Diddler did. Locoasked what 

eant by “a practical man.” He had never 
eard of Adam Smith or J. B. Say’s keeping a 
huckster-shop. Made no reply to Loco, ‘hut 
thought within myself that “a practical man” is 
one who has failed in business at least twice, and 
owes at least twice as much as he can ever pay. 

Changed the subject by telling Loco that the 

sree Circular” was “a humbug.” Loco said 
estly that perhaps the paper money system 
was “a Saree . 


Here Dr. Diddler stepped in to my relief, in a 
manner which entitles him to my eternal grati- 
tude. Without condescending to make a direct 


reply to Loco-Foco, he began: 

“Tam a humbug, We are humbugs, 
Thou art a humbug, Ye or you are humbugs, 
He, she, or it, isa humbug, They are humbugs.” 
And in this way went through all the tenses, pre- 
sent, imperfect past, perfect past, plusquam-per- 
fect past, future, and paulo-post future, and all the 


A man’s personal wants are. 


moods, indicative, imperative, subjunctive, and in- 
finitive. It is impossible for me to do justice to 
Doctor Diddler’s performance on this occasion. 
His gesticulation was admirable, and his enuncia- 
tion so varied that the conjugation of a verb was 
as pleasing to me as the best performed music I 
ever listened to, It even extorted a compliment 

\from Loco-Foco, for he said Doctor Diddler must 
have been taking lessons from the editors of the 
Journal of Commerce. 

Saturday.—Well, this is most outrageous. 
The old Specie Circular is repealed; but here 
comes anew Specie Circular close on its heels. 
Our tyrannical Government is not content with 
redeemable paper, but will have it actually re- 
genet at stated periods! This is a downright 

ce. 

Redeemable paper, every one knows, is just as 
good as gold and silver. Having it redeemed is 
sinking bank notes to a level with the notes of 
private traders. 'The very means by which banks 
make their profits are by issuing a great many 
notes which, though a/ways payable, are never 
paid. However, we have obtained one great and 
open triumph over our abominable Government, 
in the repeal of the old Specie Circular; and, as 
for the new, if we do not make that a dead letter, 
my name is not Graball. Government is at Wash- 


ington. The collectors are all along shore; and 
the receivers all over the prairies. They are not 
as stupid as the Administration. They know 


where their own true interest lies. 

Sunday.—Really, the Church is as much in 
need of reform as the State. MceThwackem is 
still at the watering place, and his pulpit was sup- 
plied by, if possible, a more intolerable proser than 
we had. last Sunday. His text was, “ Ye cannot 
serve God and mammon.” He said that to be 
idolators men need not bow down before images 
of wood and stone. There were false gods still 
more to be dreaded—idols of the mind, for what- 
ever a man did in heart regard as his Supreme 
Good, was, in reality, the god he worshipped. At 
what shrine the great body of men of the present 
day paid their devotions, few could be at a loss to 
discover. At no period in the world’s history had 
we stronger evidence of the truth, that “ the love 
of money is the root of all evil.” Hardly more 
ingenuity had been exerted in inventing machines 
for the multiplication of products, than in cove 
ways and means for abstracting wealth from toil- 
ing producers and honest proprietors. Operations 
of this kind on a small scale are, indeed, branded 
with the name of dishonesty; but when they be- 
come extensive they are highly honorable. Not 
a few seem to be of the opinion of the old High- 
land chieftain, who thought the only crime con- 
sisted in not taking enough. On the same prin- 
ciple that— 


“ One murder makes a villain ; millions, a hero,” 


taking one dollar from one man is theft or rob- 
bery, taking a great many dollars from a great 
many men is only speculation. 


Such was the substance of this truly vapid dis- 
course. 

In the evening went to hear Dr. Diddler, and 
was comforted and edified as usual. 
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CONSTITUTIONAL FISCAL AGENCY. 


In commenting on the plans proposed by Messrs. 
Ewing and Clay, we expressed a wish that they 
and their friends would reconsider the subject, 
and stated that it would be quite possible to estab- 
lish a fiscal agency which would be free from 
Constitutional objections. A plan for such an 
agency we find actually brought forward in 
The Madisonian, a paper published at Wash- 
ington, and generally regarded as the organ of the 
present Administration. The editor says he does 
not wish to be “ understood as endorsing its prac- 
ticability or its soundness:” by which we are pro- 
bably to understand that it has not received the 
sanction of the President and his new Cabinet. 
Yet, with the objections the President is known 
to entertain to a corporation as a fiscal agency, 
we know not what other plan he can recommend 
than one founded on such principles as are set 
forth in this communication. 

‘That our readers may have an opportunity of 
judging of it for themselves, we transfer the arti- 
cle to our own columns. It appears to us to be the 
only kind of fiscal agency that can be established 
without violating the Constitution, and departing 
from the true principles of Government. 

It will be seen that an issue of notes forms a 
part of the plan, but as they would be the repre- 
sentatives of gold and silver actually in deposit, 
they would be very different from bank notes 
which are mere bills of credit. 


A Fiscat Acest ror True GovERNMENT, AND A 
Currency AGENT ror THE PEOPLE. 


Let Government establish depositaries for the 
safe keeping of its moneys, at all the important 
commercial points throughout the Union. Call 
these depositaries ayencies, offices, banks of de- 
posit, sub-treasuries, or any thing else fancy may 
suggest. Place each of sheen under the care of 
three different individuals, one of whom shall be 
called receiver, another cashier, and the other 
teller. The receiver should receive, the cashier 
should keep, and the teller should pay out all 
moneys deposited. Let each of these officers be 
appointed by the President, by and with the ad- 
vice and consent of the Senate, Give to each of 
them, when necessary, an assistant, who shall act 
as first book-keeper in his department, and who 
shall also receive his appointment from the Execu- 
tive and Senate. If deemed necessary or wise, 
after full discussion, let the Constitution or law be 
80 amended as to secure to the President, in rela- 
tion to those officers, the power of temporary sus- 
pension, but not of final removal, without the con- 
sent of the Senate. 

Let the obligations of duty resting upon each 
and all of them, be of such a character, and so 
prescribed, as to make them answerable, in some 


ay 
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measure, for the misconduct of each, as will com- 
pel them to watch, supervise, and check each 
other, and report delinquencies, when discovered, 
to head quarters. F 


Thus far, the interests of the Government alone 
would be provided for. But the necessities of the 
pele require the agency of some scheme which 
will furnish them with a national currency, or 
medium of exchange, of undoubted, substantia, 
and uniform value. In order to accomplish so 
high a benefit for the country, it is proposed that 
Government should cause to be prepared a swila- 
ble quantity of certificates of deposit or Treasury 
notes, in denominations of twenty dollars and u 
wards, and in convenient forms, and with suitable 
engravings, for circulation amongst the people. 
Let these certificates of deposit or ‘Treasury notes, 
be distributed amongst the different Government 
depositaries in such proportion as may meet fully 
the demand for them. Let every citizen through- 
out the country have the privilege of depositing 
any amount of specie in these depositaries, and 
the right accruing thereupon, to demand in ex- 
change for the same, these certificates or notes 
of Government, payable on demand at the place 
of deposit in specie, and receivable every where 
in payment of Government dues and for public 
lands, This privilege would place it in the power 
of every individual to convert his local bank notes, 
when payable in specie, into the National cur- 
rency, based, dollar for dollar, on the specie de- 
posited, receivable at all points for public dues, 
and endorsed by the highest authority and best 
gparanty known to the People—that of their own 

overnment. ‘The quantity of such national cur- 
rency which would thus be brought into circula- 
tion, would be precisely commensurate with the 
demand for it—no less, and probably no more. 
The regulating power over the State banks exerted 
hroanh the voluntary action of the People, in 
withdrawing the specie from them, and convert- 
ing it into the national currency, would prove to 
be abundantly sufficient: potent beyond resist- 
ance. The tendency of this process would be to 
encourage the introduction and retention of the 
precious metals, and sustain practically the gold 
and silver standard of value—a line of its duty 
which the Government seems studiously and pur- 
posely to have avoided from 1791 to 1837. A 
commendation the most conclusive and decisive 
in favor of such a scheme of furnishing a national 
currency is, that it totally excludes the use of the 
public money by public agents or individuals, the 
discount of promissory notes, or of bills of ex- 
change, or any other act of loaning money, or 
granting facilities of credit. It would have no 
stockholders, lenders, debtors, or borrowers. 
Newspaper editors, politicians, speculators, stock- 
jobbers, or any other class, could get no accom- 
modations from it. Its issues would be confined 
to the specie depositor—would be predicated upon 
and limited by the specie deposits, ‘The specie 
deposits, under the operations of trade and busi- 
ness, would be fully equal to the just wants of the 
country for a currency, especially a national cur- 
rency. When deposited, the specie would be 
represented in the business of the country by the 
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very best and most truthful representative that 
be devised. 


Under such a system, the productive labor of 
the country would be theemoney-creating, th 
SeeeneN ey power. The money power woul 

, be separated from the political power. ‘lhe money 
power grows out of the right, the er to use 
money; and the use of money, public or private, 
is totally prohibited and excluded from the opera- 
tions of the system. The Government would 
simply become the keeper of the treasure of the 
nation, and in its issue of certificates or notes to 
individuals would incur no other obligations than 
such as would be incident to a bank of deposit, or 
to its character of keeper of such moneys. 


This relation to the public would afford the most 
effective facilities for borrowing money in war and 
all public emergencies, Proposals from the Go- 
vernment to exchange its stock, bearing a rea- 
sonable rate of interest, for its certificates or notes 
in circulation, would be readily embraced by mo- 
ney-holders. The result would be, the funding 
of such certificates or notes by the Government, 
and the immediate possession and use of the specie 
originally deposited in exchange for them; a 
greater facility and more prompt mode of realizing 
cash in any emergency, than could be afforded by 
any other scheme yet devised. 


An indispensable feature in the scheme would 
be the collection of the public dues exclusively 
in specie, and the certificates and notes of Govern- 
ment issued in exchange therefor. Any connec- 
tion with local banks, or the banking system, is 
totally excluded from the scheme. o other 

‘banking operation would be necessary than the 

transfer from point to point, for Government pur- 
poses, of the certificates or notes of Government 
received in payment for public dues. Or if Go- 
vernment paper should be more valuable, and in- 
dividuals should prefer to pay their dues to Go- 
vernment in specie, no transfer of such funds 
would be necessary, inasmuch as checks drawn 
by Government upon specie deposits at the com- 
mercial points of the country, would generally be 
more valuable than the specie itself, and conse- 
quently readily received in payment of Govern- 
ment debts by Government creditors. In this 
scheme all constitutional objections are avoided 
—no Fiscal Corporation or Bank of Discount 
is established. 


A Fiscal Agent for the Government, and a 
Currency Agent for the people is provided, with 
sa hi capacity to do good, and no power to do 
1arm, 


A national currency of the highest possible 
value and credit, fully commensurate with the 
resources, the uses and necessities of the whole 
country, would be the certain and inevitable re- 
sult of ils operations. 

The above brief outline of a system of joint 
fiscal and currency agency is submitted to the 
consideration of the Administration of John Tyler 
and of the people of the United States, by 


A Member or THE 277ru Concress. 
Washington, September, 1841. 
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THE UNION CANAL. . 

By the funding of our revolutionary debt, and 
the subsequent sale of the stock in Europe, a con- 
siderable amount of money was brought into the 
country ; but, as we have been told by the old 
peapieh added but little to the solid wealth of 
the community. The speculators spent it all in 
riotous living, or employed it in injudicious un-— 
dertakings. a 
Among these were three canals; for, finishing 
one internal improvement before commencing 
another, was as little in accordance with ee. 
wisdom of that day as it is with the wisdom of 




















—— 


ourown. One of these was to connect the  * 
ware and Chesapeake. After expending a large 
amount of money on it, it was abandoned. It was 
some miles north of the present canal across the »f 





peninsula. The second was a canal to con 
the Schuylkill with the Delaware. 
are curious in antiquities, can still discover some 
marks of the excavations then made in the — 
borhood of Fair Mount and Lemon Hill. All the 
money spent on the o/d Delaware and Chesapeake 
Canal, and the Delaware and Schuylkill C ; 
was a dead (oss. cay 


The third of the undertakings of that day was 


a canal to unite the Schuylkill and Susquehanna. 


This was completed, so far as to admit the pas — 


sage of boats, some thirty years after it was be- 
un. It is known as the Union Canal. It has 
en nursed in every possible way by the Sts 

but nursed in vain. 

difficulties, the Company has 


e an assignment. 
Debts, only $1,700,000. . 





FISCAL AND BAMBOOZLE. 


Some good citizens have been sadly puzzled to 
know the exact meaning of the word fiscal, some 
confounding it with physical, and some, it is said, 
making still stranger mistakes. For their benefit, 
Mr. Senator Benton has (in opposing Mr. Clay’s 
bill) condescended to do the work of an etymolo- 
gist and of a lexicographer. We extract his 
remarks as reported for the Washington papers, 


“The Senator from Pennsylvania, (Mr. Buch- 
anan,) is right in characterizing this proposed 
bank as a oes Bank in every way in which 
you can view it. It is to be built up with Trea- 
sury money; all the taxes and duties are to be 
put there; it is to be the Treasury of the United 
States, so declared by a clause in the charter; it~ 
is to be under the supervision of nine managers 
—that is to say, lords of the Treasury—and they 
stationed here where the Government resides; 
and finally, its name is Treasury. Its name is 
fiscal; and what is fiscal, but belonging to the 
Treasury? It is from the latin adjective jfiscadis, 
and signifies belonging to the Treasury. F'se is 
Treasury, from the Satin noun jfiscus. ‘The 
French say jfisque for Treasury, from the same 
noun. Fiscus and jiscalis are from the Greek 
phiskos, and phaskolos. The primitive meaning 
of the Greek is big basket, and belonging to the 
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big basket, commonly called hamper, or hanaper 
basket. This is the primitive sense; the figura- 
tive or metaphorical sense is Treasury, cad be- 
longing to the Treasury; and the reason of this 
metaphorical sense is this, that ancient govern- 
ments collected their taxes as the priests did their 
tithes, and as many landlords now collect their 
rents, that is to say, in kind. Thus when the 
wheat, barley, olives, grapes, &c,, were ripe, the 
Government tax-gatherers entered the field with 
the owner, and gathered the Government share, 
which was always a large share, and required 
large baskets to receive it. The farmer had a 
little basket, and the Government a big basket— 
a hanaper, or, as our good housewives call it, a 
hamper—which had hands to it, and required 
several men to ccarryit. This big basket received 
the tax for the Treasury; what was put in it was 
put in the Treasury ; and hence, by an easy meta- 
phor, the Treasury took the name of big basket. 
lhus we trace the word fiscal in this bill, to the 
latin fiscus and fiscalis, and that to its Greek root 
phiskos and phaskolos; and it all comes to the 
same thing, that is to say, belonging to the Trea- 


eury. 

Sir, said Mr. B., this name fiscal ought to be 
changed ; it will bamboozle the people, and lead 
them off from the true idea of this bank; it will 
conceal its true character, that of Treasury or 
Government Bank—the thing so much dreaded 


and decried in General Jackson’s and Mr. Van 
It is a bamboozling name, and 


Buren’s time. 
ought to be changed. [Some member near re- 
peated the word bamboozle, ee. Yes, 
said Mr. B., it is a good word—an ol glish 
word—a powerful word in its place—and appro- 
priately used here. I have used it before in the 
Senate, and justified it by Johnson, and the best 
Jexicographers, and the finest writers in the Eng- 
lish language. You will recollect, Mr. President, 
(addressing himself to Mr. Southard in the Chair,) 
that you rather sneered at the word when I first 
used it here; whereupon I called in the Hercules, 
Dr. Samuel Johnson, LL. D. and F. R. §., and he 
uickly settled the matter in my favor. Some of 
the illustrations of its meaning, which I then read, 
will not be forgotten on this floor, they suited the 
times and the subject so well. 

Mr. Archer.—What were they? 
here. 

Mr. B.—(To one of the little pages.) Bring 
me the book—bring me Johnson. (The boy 
brought it.) Here, said Mr. B., listen. He read: 

Po bamboozle, active verb, to deceive; to 
impose upon, to confound. 

‘After Nic had bamboozled about the money, 
John called for counters.’—Arbuthnot. 

‘All the people upon earth, except these two 
or three gentlemen, are imposed upon, cheated, 
bubbled, abused, bamboozled.’—Addison. 

Mr. B. said here was good authority for the 
verb, to bamboozle; there was also good authori- 
ty for the ‘noun substantive, bamboozler. Listen 
to Johnson again: 

‘ Bamboozler, a tricking fellow, a cheat. 
> *Theré are a set of fellows they call banterers 
and bambdpzlers, that play such tricks.’-—Arbuth- 
not. 


I was not 
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This is good authority, said Mr. B., but it is 
notall. Richardson, more modern than Johnson, 
and a standard lexicographer, has redeemed and 
established the word in our lan e. He says 
the meaning is to delude, to ohdaate to cheat, to 
deceive, to beguile; and he gives several illustra- 
tions, some very suitable to our times. Thus: 

‘After Nic had bamboozled John awhile about 
the 18,000 and the 20,000, John called for coun- 
ters; but what with slight of hand, and taking 
from his own score and adding to that of John’s, 
Nic brought the balance always on his own side.’ 
—Swift’s History of John Bul 

‘This whimsical phenomenon, + 

‘Confounding all my pro and con, 

‘Bamboozles the account again, 

‘ And draws me nolens volens in.’ 
[King, in Stumbling Block, 

‘But, says I, sir, I perceive this is to you all 
bamboozling. Why you look as if you were Don 
Diego'd to the tune of a thousand pounds.’—Tat- 
tler, No. 31.” 


The Senators, it is said, were greatly amused 
by the reading of these extracts: and, as the Sena- 
tors were greatly amused, permission is hereby 
given to the readers of the Journal of Banking to 
be amused also, 


BANKS OF THE DISTRICT OF CO- 
LUMBIA. 

A correspondent calls our attention to the fact 
that the banks in the District of Columbia have 
been re-chartered, on condition of their resuming 
specie payments; and requests us to set forth this 
fact in such a way as to produce a salutary effect 
on the banks of Pennsylvania, and the neighbor- 
ing States. 

We fear that we cannot make much out of it. 
Permission is given to the banks of the District 
of Columbia to trade for a time on the inconverti- 
ble paper of the neighboring States, and banks 
which do this, must, so far as the currency is con- 
cerned, be regarded as the mere agencies of non- 


specie paying banks. 


THE TRUE PRINCIPLES OF COMMER- 
CIAL BANKING, 


We intermit our observations on this subject, 
in expectation of receiving from a friend some 
particulars in the history of a bank in one of the 
eastern States. This bank, as we have under- 
stood, was conducted on commercial principles 
for more than twenty years, and during that time 
made but one bad debt, and that amounting to 
only fifty dollars. It then changed its mode of 
business, and began to lend its credit, to specula- 
tors in town lots, builders of factories, &c., &c. 
The consequence was, that in about six months’ 
time, it became seriously em , and in less 
than two years was compelled to stop specie pay- 
ments, 
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DEBTS OF THE SEVERAL STATES. 





THE FOLLOWING TABLE EXHIBITS— 





1. The stock debts of the several states up to 1838, as presented in the report of the Comptroller of 
the state of New York for 1839. 

2. The total amount of the stock debt of each and all the states at the close of 1840. 

3. The domestic debt of each state, other than the debt created by an issue of stock or bonds, 

4. ‘The total amount of the indebtedness of each state, not including the debts occasioned by the 
deposit of the surplus money of the United States. 


5 







(2 
Actual stock debt 
at close of 1840. 


$1,641,027 


1 
STATES. aisbae? ‘ened up 
to 1838. 


3000010879734 








- $554,976 


Maine, - - 


= | New Hampshire hasnodebt,_ - 

~ Vermont has no debt, - - - 

“I Massachusetts, - - - - 4,290,000 5,149,137 -- - = 5 149,137 

~ Rhode Island has no debt, —- - 

Fi Connecticut has nodebt, - - 

w New York, - - - - . 10,456,152 20,165,254 - - = - 20,165,254 

r New Jersey has no stock debt, - 83,283 83,283 

~ Pennsy|}vania, - - - - 24,140,003 34,101,014 622,247 34,723,361 

= Maryland, - - . - 8,511,980 15,109,026 = 3, tape 15,109,026 

= Delaware has no debt, - - - 

. Virginia, - : - - - 4,129,700 6,857,161 > =~ ae 6,257,161 

Oo North Carolina has no debt, - - 

< South Carolina, - - - 5,753,770 3,764,734 oh <) = 3,764,734 

~~ y Georgia, - - - - - - -- 500,000 o. 58 yee 500,000 

a Alabama,- - - *- = 10,800,000 | 10,859,556 | - - - - 10,859,556 

“oO Mississippi, - - - - - 7,000,000 | *12,000,000 400,000 12,400,000 

=D Louisiana, - : - - 19,735,000 19,735,000 850,000 20,585,000 
3 ‘Tennessee, - - - . - 789,166 1,789,166 - --- 1,789,166 
= Kentucky, - - - - 3,155,000 4,635,000 30,000 4,605,000 

2 Ohio, - - - - - - 6,000,000 14,460,512 348,964 14,869,476 

= 5 Indiana, - - - - 5,438,000 12,841,000 826,433 13,667,433 

a’ Illinois, - - : - - 12,260,000 1,205,862 13,465,682 

mv Missouri, - - - - - 2,500,000 429,557 2,929,557 

In O Michigan, - - - - - 5,611,000 400,000 6,011,000 

oF ae Arkansas, - - - - - T 3,660,000 95,362 3,755,362 

a5 Piktans tS ee ee 3,900,000 | - - ,900,000 

A District of Columbia, - - - 1,000,000 - - 1,500,000 

os $129,703,747 | $93,038,587 $5,328,868 | $198,367,455 

ae Debts of the states for the U. 8S. surplus money deposited with them, - 28,101,644 

N-c 

c+ $ 226,469,099 

Poe DEBTS OF CITIES.—New York, oR el ag RBS IBD 

+3 Boston, - - - - 1,698,232 

of Philadelphia, - - « 2,495,400 

aan, Baltimore, - - - 4,680,870 

ek Albany, - - . 695,532 

ae Piet sinha 361,000 

co Cincinnati, « - » 860,000 

~ | New Orleans,{ - - - 1,758,180 

-_-* Mobile,t - - - . 513,000 

Sas SAS, - - - 1,142,358 | 

“0 otal of City debts, —- ‘28,867,841 

en Total of State and City debts, - : : . : $250,336,940 
= | 

ae * Five millions of this sum issued to Union Bank but not negociated. 

Pw t Sum issued to bank, of which $981,000 is unsold. 

a. ] New York Herald. 
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THE STATE DEBTS. 


The disease under which this country is labor- 
ing is debt—debt in every form—private debt, 
public debt, bank debt, municipal debt, State 
debt. 

From a small pamphlet published at the office 
of the New York Evening Post, we transfer to 
our own columns a table showing the extent in 
which one class of debts, namely, State debts, 
have in a short period been augmented, and their 
aggregate amount at the commencement of the 
present year. Since that time, the sum has been 
considerably increased. 

The foundation of the British funded debt was 
laid at the revolution in 1688, It took twenty- 
six years, (and those mostly years of war,) to 
raise it to two hundred million dollars. But in 
Great Britain there was but one Government en- 
gaged in the business of borrowing. In the United 
States we have between twenty and thirty Go- 
vernments all borrowing to the full extent of 
their ability. 

In Great Britain, too, it should be recollected, 
that there was at the time above referred to, but 
one incorporated paper money bank, to help the 
nation in running into debt. In the United States 
we have nine hundred such institutions. It is 
chiefly through their instrumentality that the 
amount of our public debt has been so rapidly 
augmented. 

Great part of this debt has in fact been created 
for the establishment of banks. Most of the rest 
of it we owe to the facility with which bank ‘pro- 
mises to pay on demand, can be exchanged for 
State promises to pay at some future day. 

The process is a very easy one, and for a time 
it was a very pleasant one, especially to those 
cantractors who had “ good, fat jobs” on the pub- 
lic works. But now the people at large must 
bear the burden. Taxation must be resorted to, 
or the credit of the States be dishonored. The rail 
roads and canals for which most of this debt has 
been incurred, will not, taking the country 
throughout, yield revenue enough to keep them 
in repair, and pay the expenses of superintendence. 





CITY DEBTS. 


As an appendix to the table of State Debts, we 
give astatement of the debts of our principal cities, 


extracted from the pamphlet mentioned above, 


but corrected in regard to the amount of the 


a 
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debt of the city of Philadelphia. It is set down 
in the pamphlet as one million dollars. We have 
ascertained, by inquiry at the City Treasurer’s 
office, that it was, on the first of January last, 
more than twice that amount. 

But the city proper of Philadelphia, includes 
but a small part of that collection of houses known 
abroad as “ Philadelphia.” Contiguous to the city 
proper on the north, are the incorporated districts of 
the Northern Liberties and Spring Garden, and 
contiguous to the Northern Liberties, is Kensing- 
ton. On the south are Southwark and Moyamen- 
sing. On the west, separated from the city proper 
by the river Schuylkill, is the borough of West 
Philadelphia. 

Each of these municipalities has its distinct 
debt; and the Board of Guardians of the Poor has 
its distinct debt, as has also, if we mistake not, 
the Board of Health. The County has, besides, 
a debt which is far from inconsiderable; and as 
there are many municipalities in the county, be- 
sides those mentioned above, it is rational to pre- 
sume that they have their debts also. At some 
moment of leisure, (if we ever have such a mo- 
ment,) we will endeavor to sum them all up. 
“The Credit System,” to which THE DEBT sys- 
TEM isa correlative, is much in favor with a part 
of the population of Philadelphia. 

The arguments in favor of running States and 
Cities into debt, to a moderate extent, are some- 
times very plausible. But it is so difficult to ob- 
serve moderation, where the ability to borrow is 
great, that we have. sometimes thought that, in 
so far as regards States and Cities, it would be 
better if “the credit system” were abolished en- 
tirely. 

On the amount of private debts that can be in- 
curred there is a limit, because in the case of pri- 
vate debts there will be, sooner or later, a demand 
for payment of principal as well as of interest. 
On public debt there is no such limit. Solong as 
the interest is punctually paid, there will be no 
demand for the principal. Hence the ability of 
States and Cities to run into debt, and hence their 
liability to abuse the beautiful “ credit system.” 


In Great Britain no municipality can run into 
debt beyond a certain amount, without the sanc- 
tion of a special act of Parliament. And as the 
trouble of passing a bill through Parliament is 
great, and the expense attendant thereon far from 
inconsiderable, the debts of the British cities are 
small when compared with those of the Ameri- 
can. 
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GOLD AND SILVER. 


Mr. Shields, of Alabama, in a speech in the 
House of Representatives, at Washington, on the 
7th of August last, taking Humboldt and McCul- 
Joh for his guide, estimates the “ aggregate me 
ply of the precious metals at this time in the wor 
appropriated to the use of man,” at upwards of 
seven thousand million dollars. 

“The consumption,” he remarks, “of the pre- 
cious metals in the manufacture of plate, jewelry, 
ornaments, and for all the purposes of luxury and 
extravagance to which they are devoted, is the 
result of the vast supply of those metals existing 
in the world. The quantity estimated to be em- 
ployed in administering to these vain desires and 
luxurious Pee of the human heart, in 
Europe and Ameri¢a, is one hundred and fifty 
per cent. greater than the whole amount of cur- 
rency, including both paper and coin, used in 
those two sections of the world. It is plain, then, 
that a demand for gold and silver for purposes of 
currency and exchange in the United States, 
would be eupplied to any possible extent, with the 
utmost any and certainty. The whole amount 
obtained would finally be withdrawn from these 
luxurious uses, without any effect upon the com- 
merce and trade of the world, and, indeed, with 
little or no effect upon them. - 

“Ifthe thirty-three millions of coin in the vaults 
of the banks of this Union on the Ist day of Janu- 
ary last were thrown into circulation, and every 
bank note in the Union burnt up or banished from 
circulation, it would require but the one-hundredth 
part of the stock of gold and silver now in use in 
the world to supply the country with an amount 
of metallic money equal to the whole amount of 
paper then or now in circulation. ‘To have made 
such an allegation as thisa short time since, would 
have served but to excite the ridicule and derision 
of those who thought they were very wise; and 
yet, sir, it is true beyond the possibility of doubt 
or cavil.” 





Communicated. 
CIRCULAR, 


Addressed to the readers of the Journal of Bank- 
ing in particular, and to the American people 
in general, 


Presuming that in the United States there are 
many thousand voters, who, if they could vote 
upon the naked question, “shall promises to 
money pass as money?” would vote that they 
should not, the writer of this enters not into any 
argument on the subject. The men whom he 
aatreneea are already convinced. They are cer- 
tain of two things, viz: that such promises ought 
not to pass as money; and that their votes to that 
effect, if they do any good, do but little. They 
are certain of another thing, that monopoly legis- 
lation and monopolies, are daily extending amongst 
a deluded, or an enduring people, their vast, their 
pernicious influence. 

In Philadelphia, about fifty friends have formed 
an Association, which is continually increasing in 
members. ‘This Association will op the crea- 
tion of all new monopolies by any and every means 
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in its power to devise or to use. When there is 
nothing particularly requiring action, its members 
will debate and lecture upon the popular paper- 
bank, and indirect tax delusions of the day. They 
hope to be useful in causing their fellow men to 
think. The advocates of monopolies will be wel- 
come at meetings; their arguments will be heard 
and weighed, and wherever truth is, it is believed 
knowledge will not be far from her. 

Fellow citizens of Pennsylvania! of the Union! 
Form Associations to oppose m y! Debates, 
lectures, and correspondence will yet enable a de- 
luded people to shake off the fetters which incor- 
porated privileges, greatly abused, fasten on them. 

It requires but few to begin this work in their 
own State, county, city, town, or village. Read- 
er, you can commence it. But one person com- 
menced the movement in Philadelphia, and that 
under every discouragement, and despite the 
sneers of those who professed to love the principle. 

The plan of the Association, in other words the 
manner in which it proposes to effect the ee 
of the SECSROD ERE principle over the monopoly 
one, is very easily understood. It is incorporated 
in the Constitution. A copy of this Constitution 


and any information wanted by any person or 
number of persons, in any part of the nion, will — 


be sent to him or them, epee 
Correspondents will please address, (postage P 
paid,) «The Anti-Chartered Monopoly Associa- — 
tion, No. 1, Philadelphia.” co 
James M. Davis, 449 Market St, _ 
Corresponding Secretary. 2 





BANK OF THE UNITED STATES. 


The affairs of this institution now attract com- 
paratively little attention. Its notes sell at about 
33 per cent. discount, in Philadelphia currency; 
and its stock at about 6 dollars a share. 





: BANK DEFAULTS. 


Mr. Wm. McK. Ball, the cashier of the branch 
bank of the State of Arkansas, Fayetteville, has 
returned from ‘Texas. He pronounces the charge 
that he is a defaulter, a bare-faced falsehood, and 
declares his intention to ferret out the authors of 
the slander, and promises that, if successful, 
they shall be dealt with in proper style, let them 
be great or small. 

The Commissioners say they have found all the 
books of this bank that were alledged to have been 
stolen. “They are legible with the exception of 
that which contained the cash transactions of the 
bank, the exchanges, and other important entries. 
This book, when found, had all the pages contain- 
ing entries cut out, and thereby precluded the 

ibility of an accurate investigation within the 

imits of service contemplated by our commission. 

The ledger, when found, was so much mutilated, 
as to afford no information whatever.” 

It would be quite possible for one bank officer 
to commit a default, and then so arrange matters 
as to cast suspicion on another. The high regard 
entertained for Mr. Ball in his native State, Dela- 
ware, and in West Chester, Pennsylvania, where 
he completed his professional education, is cer- 
















































tainly a strong presumption in favor of his inno- 


cence. 

The President of the Carrollton Bank, New 
Orleans, states that there is no foundation what- 
ever for the report that the Cashier of that institu- 
tion is a defaulter in the amount of 30,000 dollars. 


A young man named Whiting, formerly a clerk 
in the Gallipolis Bank, has been arr at Bos- 
ton, and carried to Ohio, to answer a charge of 
having carried off a portion of the funds of the 
bank. He says he is innocent, and perhaps he is so. 

We gave in our last a statement that two bank 
clerks at Columbus, Georgia, had proved default- 
ers to a large amount, and a counter statement by 
the cashier that the bank was fully secured. 

It now said that one of the clerks, was, after 
committing the default, made cashier of the West- 
ern Bank at Rome, and covered deficits in one 
bank by transferring to it funds from the other. 
The Bank of Rome was not strengthened by this 
operation. 

_ Town, the defaulting teller of the Jacksonville 
branch of the State Bank at Illinois, escaped from 
prison on the night of the 13th of September. 





BANK FAILURES. 


__ A*shaving institution” known as the Exchange 
Bank of Indianapolis, Indiana, stopped payment on 
_ the 15th of September. The precise amount of 
a trash in circulation, is not known, but it is be- 
lieved to be very considerable. 

__ One of the directors of the State Bank of In- 
_ diana, once told us that we had not in our “ His- 
_ tory and Inquiry” revealed all the mysteries of the 
__ eraft. He then went on to describe a method of 
making money, by transfers of funds from the 
State Bank to insurance companies, and other in- 
stitutions, which latter lent the money at usurious 
rates of interest. The failure of the Exchange 
Bank at Indianapolis, will afford the good people 
of Indiana a fair opportunity of tracing out. the 
connection between the State Bank, or some of 
its officers, and the “shaving institutions” in 
which their State abounds. 
Through the failure of the German Bank, Woos- 
ter, Ohio, (of which mention was made in our last,) 
| a farmer has been deprived of the product 
of great part of the last year’s labor, and many a 
laborer of the funds necessary for the support of 
his family. 

The West Union Bank, it is said, will soon ex- 
plode; and fears are entertained of the failure of 
other banks in Ohio. 


ar: 





THE FOREIGN NEWS. 


_ At the date of the last advices, the distress in 
le manufacturing districts was very great. One 
English newspaper openly recommends a war 
with the United States, as the only means of giv- 
ing employment to the people! 

__ At Liverpool and Manchester, several exten- 
sive failures have occurred. The chief is that of 
Molyneaux, Weatherby & Co., whose liabilities 
are said to amount to two million dollars. The 
; ipal man in this firm is said to have entered 
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into the business about six years ago, with a 

rincely fortune. Another house that has failed, 
is that of J. Maury & Son: liabilities about three 
hundred choca dollars, Altogether, within a 
period of a week or two, seven or eight houses 
have gone down in Liverpool and Manchester. 
Their debts amount, in the aggregate, to about 
four million dollars. 

The cause of most of these failures, is to be 
found in our false money and factitious credit 
system. Our suspended banks have been grant- 
ing great facilities to certain speculators in cot- 
ton, and thus laid the foundation of a train of 
operations which has been sustained by a system 
of drawing and redrawing on New Orleans, New 
York, and Liverpool. This system is now yield- 
ing to the laws of nature and the laws of trade, 
and the losses by failures of cotton dealers, in 
Liverpool, New York, Savannah, and New Or- 
leans, within a few months past, are said to amount 
to nearly eight million dollars. 

On the 4th of September some uncertainty 
still attended the wheat harvest. The duty on 
foreign wheat was then 6s. 8d. a quarter, with a 
strong probability that it would in the following 
week be reduced to 2s, 8d. Then it was expect- 
ed that the stock in bond, amounting to about one 
million of quarters, would be thrown on the home 
market. 





ACKNOW LEDGEMENTS, 


We are indebted to the Hon. Mr. Walker, of 
the Senate, and the Hon. Messrs. J. W. Jones and 
B. G. Shields, of the House, for public documents 
and other papers. 

To gentlemen in Alexandria and Munroe, 
Louisiana; Church Hill, Alabama; Jackson and 
Natchez, Mississippi; Sparta, Georgia; Peters- 
burg, Virginia ; and other places, we are indebted 
for additions to our lists of subscribers, 

From the number of places from which we have 
acknowledged the receipt of lists of subscribers, 
some of our friends have supposed that this Jour- 
nal has already ample support. This is not the 
case. Qur circulation is very diffusive, but not 
great. It is grow enough, however, to show that 
if those friendly to the public objects we have in 
view, will make a little exertion in those places 
in which we have as yet no subscribers, sufficient 
support for it may be obtained. Under any event, 
however, the Journal will be published for one 
year. We made arrangements to secure this ob- 
ject, before issuing the first number. 

To the members of Congress we are under 
great obligations, as it is through their agency, 
either directly or indirectly, that we have ob- 
tained the greater part of our subscribers. We 
must solicit a continuance of their kind offices— 
especially since it was chiefly through their sug- 
geatices that we were led to engage in the un- 

ertaking. 

To Postmasters in various parts of the country, 
we are also under obligations, as well as to many 
private citizens, 

Having stereotyped such numbers as have yet 
been issued, we can complete the files of any num- 
ber of new subscribers. 
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PRICES OF BANK NOTES AND SPECIE. 


Si , September 25th, 1841. 

BANKS OF _~—_s| AT ~NEW PHILAD’A. 
TE wcccce recat ereaeeeesees® 
ew Hampshire...+-+++++e+++ 
Vermont... cccccececrcetereree 
Massachusetts ...--++eesereeee 
Rhode Island... +--+ «+ere+eses+ 
Connecticut... essere reeeeeses 
New York City «--+++eeseeeee 
New York State «-.+-seeeeeres 


Fee 


FERS 


East Jersey «-.0ee ee ceeeeeecees 
West Jersey eee ee eeeeew errr eee 
Pennsylvania, 
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Bast. ccoscsceree 3 & 5 a—iis. Par a } dis. 
WeESL .. cee cecee 3 & 5 a—dis. 
Delaware ......ceecceceeereree 3 a — dis. 
Baltimore........s0seeeeeeeeee | Qh a — dis, 
Maryland ...-..+sseereeseereee 5 a — dis. 
District of Columbia erereeeuee 5 a— dis, 
Virginia... 6. eeeererecerereces 3} a— dis. 
“ WwW. eee ee eee eer eeee — a—dis. 
North Carolina. ..--secenceenns i 
South Carolina. ..eccerecceeeee 
Georgia... 6. csv cceeecenrnweee 
Alabama eee ee eee ee eee ee eee 10 a— dis. 
LOUISIANA... creer eee eeeeeee 5 a 6 dis. 
Mississippi.«.--sseeeeeeteneees —a— dis. 
"TTEMNESSEE ..ccecesrccenscerees —a— dis. 
Kentucky «+s cceccensneereers . 9 a — dis. 
Missouri «...-scccccccceeeeencas 
Illinois See eee ee ere eee ee eeeee 10} a — dis. 
TMGiGDARs ceccccccvcccccccsecece 
GES Sak oc hc cbivcrdiccecessen 
Michigan ...--cveecceneceweees 


American Gold, (new coinage). 
Soverei TIS... scceeereeeseereee 
Hea ineas eer eewrwr eee eerste 
Spanish Doubloons.......++++- 
aoe Doubloons..-..-ccssece 

exican Dollars .......0++«- os 
Five Franc Pieces........++++- 
Half Dollars ........-s0. 


BILLS OF EXCHANGE ON 

London eee ee ee eee eee Sa 2 pr. 12 a 12} pr. 

France. cc ee seeseceecseressevas| OD 5.054 

Holland. ..cccccccsscssnescvece 

Hamburg ....0.scccscecsccgers 

Bremen ...0.%cece ces eee ccasdes 

DIOOLOE occa deine 6044 wee Won pene tah dis. 

New York «.ccccccsnscvsaccsce 

Philadelphia «......eeeereneees a 2} dis. 

Baltimore ........+... Goes daute If dis. 

BschMONA, 0020 vesciccevssctece 3} dis. 

North Carolina. ..+...esseeeees 4 dis. 

Charleston 2.0.00 ccccesesace ces i 

Bavannah..s.coceseccesvevcces 

Augusta ee —a 

Columbus ...-ccrcccccccceveses} 14 a] 

de re eed 15 ail6 dis. 6} 64 d 
Obie... sccceesscccccsceces| Sa 8h dis. a is. 

New Orleans... ..-.eseese8- Sia 4 dis.| iba 1} dis. 

Natchez...ccscccsccescssccecee/ Ss 2H dis. |25 a — dis. 

Nashville .....-sceeeeeceeeeese/10 @ IL dis. | 8} a — dis, 

St. Louis ...+-+- vocdeccccescoe| Ga DO dis. 

Louisville ..wucorcsecesescces «-| 7 @ Tdis.| 5 a6 dis. 

Cincinnati -| 8 -@ Bh dis. |— 

Michigan ..cesseeeeeeees 9 a10 dis. 


_ PRICES OF PRODUCE. 
Cotton, New Orleans, per Ib...-| 7} @ 114 


MObIG oa oc cctesscece 

Upland... soss cecewn avs 

Flour, Western Canal, per bbl. 
Philadelphia........ 

Rye Flour....... kts. 

Indian Meal ........... 

Grain—Wheat, per bush....... 

RYE « svjcncccccccccs tae 8 


- Sem 
B8ee 


B28 


Oats "ee ee ee ee ew ee eens 
Iron, Amer., Pig, No. 1, per ton) 30. 
Bar rolled........ 
Lead, Pig, re ee ee 
Tobacco, Richmond, per Ib..... 
' North Carolina ...... 
Kentucky.......+...- 
Wool, American, Merino, per Jb. 
: Common ....- 
Whiskey, Rye, per gal..... con's 
Provisions, Mess Beef, per bbl. . 
Mess Pork, per bbl. 
Hams, per Ib 
Lard, per lb 
Cheese, per Ib 
Rice, per Ib 
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NEW COUNTERFEITS. 
We are indebted to Mr. Van Court for the following list. 


West. Brancn Bank, WILLiAMsPporT, Pa.—10s, letter D, 
dated a 1, 1838, and pay others of different dates. 
After the W in the word Williamsport, the letter intended 
for an I is more like a figure 1; and the face of the female 
on the left hand is rather faintly marked, Pay J. Kellum, 
or bearer; T. Coryell, Cashier; J. H. Cowden, President. 
Very well done. 

Commerciat Bank, Burrato, N. ¥.— 2s,.letter A, dated 
May 1, 1841; J. T. Hatch, President ; J. Stringham, Cashier. 
General appearance bad, engraving coarse, and impression 
faint. 2s, altered from the Commercial Bank of Poultney 
(a fraud). Detected by observing that the genuine bills of 
this bank have the names of Rawdon, Wright & Hatch, as 
engravers, which are not on the altered notes. ‘T’here ure 
probably 1s, 3s and 5s of the same character in circulation. 
5s, letter D, altered from Commercial Bank, Millington, Md. 
igh word Buffalo rather dim. Detected by holding up to 

t. 

Mercnants’ Bank, New Beprorp, Mass. — 5s, letter C, 
“~ to 8S. Brown, dated August 4, 1840; E. Swith, Cashier; 

ohn Ridner, President. Vignette, a large ship in full sail, 
with another crossing her bows. 10s, pay A. Wood, dated 
January 4, 1840; J. B. Ogden, Cashier; J. A. Parker, Presi- 
dent. Vignette, a ship under sail, (which is larger than in 
the genuine,) and a brig crossing her wake. The vignette 
between the president and cashier's name is a brig, but the 
engraving in the counterfeit is so faint as to be scarcely 
perceptible. 

Bank or Kentucky. — 100s, post note, letter A, dated 
Bowling Green, January 1, 1840; G, C. Gwathmey, Cashier; 
V. M’Knight, President. Signatures and filling up engraved. 
Payable to order of A. Akrir, and by him endorsed in a 
stiff cramped hand. 

CommerctaL Bank, New Orveans.— 10s, altered from 
Commercial Bank, Enterprize, Miss., a frauduJent concern, 
Badly executed; signed George O. Hall, Cashier; W. G. 
Hews, President. 

Dry Dock Bann, N. ¥.— 1s, Robt. White, Cashier; E. 
Wecks, President. Plate genuine, but signatures false. 

BANK oF I_uinots, SHAWNEETOWN, ILL.— 10s, letter C. 
payable to N. C. Hale, October 4, 1837; John Siddal, Cashier; 
Jno. Marshall, President. Rawdon, Clark & Co., Albany, 
engravers. Miserably done. 

InERS’ Bank, Porrsvitir, Pa.—5s, altered from Hazle- 
ton Coal Company; signed R. Miner, Treasurer; Sarauel 
Moore, President. 

Crry Bank, Boston, Mass. — 10s, altered from Roxbury 

broken) Bank. Signed John Phillips, Cashier; A. Quimby, 
resident. 

Surrotk Bank, Boston, Mass.—5s, signed M. L. Parker, 
Cashier; Henry B. Stone, President. The engraving is 
coarse, but the filling up and signatures are well done. 


BANK NOTES. 


The notes of the Bank of Metropolis, or ‘“‘ Pet Bank,” at 
Washington, are quoted at 2 per cent. discount in the New 
York Price Current ; while those of the other banks in the 
District of Columbia are at 5 per cent discount, 

The small notes of the Banks of New Jersey and Dela- 
ware, which were for,a long time at par in the Philadelphia 
market, are now quoted at one per cent. discount. 

The Treasurer of the State of Ohio has given notice that 
the notes of the following banks are not received at his 
office, viz.: Bank of West Union, new Bank of Circleville, 
Bank of Cincinnati, Farmers’ Bank of Canton, Rank of 
Steubenville, German Bank of Wooster, Miami Exporting 
Company, Lebanon Miami Banking Company, and the 
Banks of Illinois. \ 


THE STATE OF TRADE. 


Flour has fallen in price, notwithstanding the reports 
from various parts of the country are, that the wheat har- 
vest is not as abundant as it was expected to be. 

Cotton is depressed; but the holders of that article in 
New-York are said to be firm. 

The amount of bonds taken for duties at the New-York 
Custom House, from the commencement of the present year 
up to the present time, appears to be upwards of $6,500,000, 
In the whole of the last year, the amount was only 
$4,500,000. 

RATES OF EXCHANGE. 


At New-York, the rate of foreign exchange has risen, 
Considerable sales of bills have been eflected; but as confi- 
dence has been shaken by the recent failures, specie is leav- 
ing the country in,large amounts. The New-York American 
states, thatin the first two weeks of the month of September, 
the exports from that city were $718,443, of which $247,744 
went to Havre, and $456,704 to London, The Havre packet 
which sailed on the 14th of September, carried out $250,000 
in specie. The total in the week ending September 25th, 
exceeded one million. 


We continue on the next page the remarks “On Restric- 
tions on Banking Corporations,” begun in our last number. 
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_mischievous effect on prices. 


OF THE AMERICAN BANKING SYSTEM. $ 


The limit on bank issues would be the 
Same as at present—that is, the demand for 
specie for foreign trade. ‘The anxiety of 
the banks to extend their issues would be in 
no way diminished. ‘The inducement then 
would be to buy and sell goods that notes 
‘might be discounted at bank. Now, it is to 
have notes discounted at bank, that goods 
may be bought and sold. The spirit of 
speculation being excited by any cause, notes 
would flow in for discount, and the banks 
would, as at present, discount as many as 
they might deem prudent. 

e severest legislative enactments could 
not confine the banks to discounting business 
paper of short dates, if this paper did not af- 
ford full employment to all their * capital’? 
and all their “credit.” They would soon 
find sufficient reasons for ‘“ renewing’’ the 
‘business notes of some of their customers, 
and those notes, thus renewed, would be- 
come accommodation notes. 

Except inthe eases of applications from 
directors, and their favorites, the banks now 
tht business notes, because these place 

1eir issues more immediately under their 
control. More than a certain amount they 
eannot lend on accommodation paper, for 


; they must keep so much capital under com- 


mand as is necessary to support their credit. 
Their deposits would otherwise be with- 
drawn, and the circulation of their notes 
would cease. It does not appear that these 
accommodatioa notes have any specially 
They are 
permanent in amount, or nearly so. The 
fluctuation of prices appears to be occasioned 
by that part of bank ‘capital’? and of bank 
“credit” which is always varying in amount. 

Limiting the amount of issues to double 
the amount of capital, and the amount of 
loans to thrice the amount of capital, is a 
favorite provision with legislators. But Mr. 


Gallatin says, “amongst more than three 


hundred banks, either now existing, or which 
have failed, and of which we have returns, 
we have not found a single one, the loans of 
which amounted, so long as specie payments 


were in force, to three times, or the issues 


to twice, the amount of capital. It is clear, 


that provisions applicable to such improba- - 
_ ble contingencies, are purely nominal.”’ 


Compelling the banks to give an annual 
statement of their affairs, is also a favorite 
Measure. But it is not easy to compel them 
to give a faithful statement. ‘The accounts 
banks that break look nearly as well 
paper as the accounts of the banks 






continue payments. ‘They who are ac- 





e 
quainted with the secrets of bank m 
ment, say little reliance is to be placed on 
these accounts. | 

Preventing the banks from issuing notes 
of a less denomination than five dollars is a 
measure which is effective so far as it goes. 
But it still leaves the banks the power to sub- 
stitute paper for specie, and to carry on cre- 
dit dealings to an extent which is very per- 
nicious. In England, where the issue of 
notes of a less denomination than one pound 
sterling, or about four dollars and eighty 
cents, has for many years been prohibited, 
the contractions and expansions of the bank 
have done so much evil, that it has been 
found necessary to prohibit the emission of 
any notes of a less denomination than five 
pounds sterling, or about twenty-four dollars 
federal curtency. ‘The Bank of France is- 
sues no notes of a less denomination than 
five hundred frances, equal to about ninety- 
four dollars of our money, yet the Bank of 
France is at times forced to make such sud- 
den and great curtailments, as inflict much 
evil on many of those who are within the 
sphere of its influence. ‘The manufacturers 
in Alsace had doleful experience of this 
power of the Bank of France, in 1825. The 
merchants of Paris, and throughout the king- 
dom, felt it in 1819. In 1822, also; the 
contractions which the Bank of France found 
it necessary to make, produced much com- 
mercial embarrassment in many parts of that 
country. 

In the charter of the Bank of France, there 
is a provision that all profits above six per 
cent. shall be converted into a reserved stock, 
on which reserved stock the bank may make 
dividends not exceeding five percent. Such 
a provision in our American bank charters, 
would remove many inducements to over- 
banking, and would make speculations in 
their stock less frequent. 

In proportion as the personal responsibility 
of those concerned in banking is increased, 
and in proportion as the denomination of the 
notes they are permitted to issue is raised in 
amount, the system becomes less pernicious. 
But no legislative enactments can afford an 
adequate remedy for the evils which flow 
from incorporated paper money banks. ‘The 
system is, to use the language of the law- 
yers, malum per se—or 2 thing which is evil 
in its nature. The very principle of its 
foundation is wrong. No advantages should, 
in a republican government, be granted to 
some men over others. ‘To impart to 
corporations a moral sense of right and 
wrong, is impossible. ‘They may be made 
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OF THE AMERICAN BANKING SYSTEM. lll 


Sales for prompt payment in bank notes 
regulate sales for deferred payment in bank 
notes, as, in solid money countries, cash 
transactions regulate credit transactions. 

Like real money, bank notes are instru- 
ments of valuation. ‘The quantities they ex- 
press are the exponents of the effective power 
in exchanges of land, labor, and commodi- 
ties. 

An increase or decrease of bank notes in 
the United States, has the same effect on 
prices, that an increase of solid money has 
on prices in Spain or Switzerland. 

Increase the amount of bank notes, and, 
other things being the same, prices will rise. 

Diminish the amount of bank notes, and, 


‘other things being the same, prices will fall. 


-In our second chapter, the several quali- 
ties of gold and silver were enumerated, all 
which qualities an article must possess in the 
same degree, to serve as well as the precious 
metals the purposes of money. In propor- 
tion as the qualities of articles recede from 
those of gold and silver, they are unfitted for 
these uses. By a comparison of the differ- 
ent qualities of bank notes and coin, the 
reader may acquire a clear conception of the 
difference between real and fictitious money. 

In susceptibility of receiving an impres- 
sion, and in comprising a great value (i. e. 
market value) in a small space, bank notes 
agree with coin. But in every thing else 
they disagree. Of utility in the arts, the 
very attribute that gives gold and silver their 
value in commerce, bank notes are utterly 
destitute. ‘They*are also destitute of the 
important qualities of unchangeableness of 
value, and of uniformity of value. 

We, however, because we have never 
changed our money of account, fancy that we 
have never changed our standard of value. 
We call a bank dollar by the same name as 
a silver dollar, and then fancy there is no es- 
sential difference between them. 

In our mensuration of other things which 
admit of increase or decrease by homogene- 
ous degrees, we use instruments possessing 
the same physical properties as the thing to 
be measured. ‘The judgment the mind forms 
of weight or length, is regulated by a mate- 
rialstandard. ‘The judgment the mind forms 
of value, is regulated by an ideal standard ; 
for bank credit is something altogether in- 
tangible. 

solid money countries, in all sales of 

for cash, the products of labor are ex- 
changed for the products of labor. The pro- 
duct of the miner’s labor is made the instru- 
ment for circulating the products of the 


Digitized by (\ ,OUOOIE 


farmer’s and of the manufacturer’s labor. 
The transactions are removed but one step 
from simple barter, and do not differ from it 
in its essential principle. ‘The exchanges on 
both sides are of articles possessing inherent . 
value—articles in the production of which 
labor has been bestowed, and articles which 
possess the physical qualities which adapt 
them to the satisfaction of human wants and 
desires. But we receive commodities from 
one another, and give in return some uncertain 
representatives of credit, and fancy that trade 
is conducted with us on the same principles 
as it is in those countries where paper money 
is unknown. We pass from hand to hand 
certain promises to pay, and eall that making 
payment. 

The relations in the supply and demand 
of the precious metals are so slow in chang- 
ing, that hardly any perceptible variation in 
the value of silver has, according to some 
able authors, taken place in the last two cen- 
turies. But the supply of bank notes may 
vary several per cent. in different periods of 
the same year, and twenty or thirty per cent. 
in three or four years. ‘Thence come great 
rises and falls of price ; but we have only an 
imperfect apprehension of the cause, for our 
intangible standard of value never changes its 
name, how great soever may be the extent in 
which it is contracted or expanded. 

It is folly to say that the money of the 
country is not paper money. In Virginia, 
Pennsylvania, and Maryland, payments of a 
less amount than five dollars are made in 
real money: but in the other States, dollar 
notes circulate, so that payments in specie 
are made for only fractional parts of the dol- 
lar. In North Carolina, South Carolina, and 
some other parts of the Union, notes for 
twenty-five cents, twelve and a half cents, 
and even six and a quarter cents, are current. 
‘There even small silver change is a rarity.* 

Of large payments, nine hundred and 
ninety-nine in a thousand are made with 





* It is observed by Mr. White, Cashier of the United States 
Branch Bank at Baltimore, in a letter to the Secretary of the 
Treasury, under date of Feb. 30th, 1830; “ Congress fixed the 
relative value of gold at fifteen for one of silver; and under 
the natural proseeapep® that gold and silver coin would 
compose a portion of the general circulating medium, it has 
also been enacted, that a tender of either of those metals 
should be the only legal mode of discharging obligations. 
In practice, howcver, and in fact, our currency consists alto- 
gether of paper. In this State, (Maryland,) and in Pennsyl- 
vania, Virginia, and perhaps some others, the tional 
parts of a dollar circulate in sufficient quantity to purchase 
with coin, marketing or other low-priced necessaries ; but in 
the Carolinas, Georgia, and all that great district eastward 
of Pennsylvania, composing the States most distinguished 
for commerce and manufactures, and for wealth, there is no 
tranefer of the value of the established unit that is not ef- 
fected by paper. This bank paper is sustained public 
confidence on a specie basis, considered sufficient to liquidate 
balances accruing among the several States, and to supply 
the demands for foreign commerce.” 
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112 AN INQUIRY INTO THE PRINCIPLES 


paper. Of small payments, ninety-nine in 
a hundred. ‘The currency of the country is, 
Wwe repeat it, essentially a paper currency. 


The sprinkling of silver has only the effect 


of keeping up the reputation of the paper, 


This paper varies in amount, from day to 


day, from month to month, and from year to 
year. Every thing that affects the spirit of 
enterprise, affects commercial credit, and 
through that, bank credit. 

The importance of adjusting measures of 
value with the greatest exactness, is enforced 
by all who have written on the subject. An 
order has recently been issued to recoin the 
whole of the silver money of France, amount- 
ing to not less than eighty millions of dol- 
lars, on account of its having been discovered 
that the mode of assay by cupellation, indi- 
cates but one thousand grains of pure silver 
in amass containing one thousand and four 
grains. The difference between the legal 
and the practical standard, is less than a half 
of one per cent.; yet this difference has been 
deemed important enough to make necessary 
a recoinage of the whole of the silver money 
of the country. Our own statesmen bear a 
silent testimony to the truth of this doctrine, 
by their attempts to determine the ratio of 
gold and silver, carrying out their calcula- 
tions in some tables to the five hundreth 
thousandth part of a grain. 

Such is the care that governments (our 
own among others) take in fixing metallic 
standards and measures of value. If by any 
accident a dollar coined at our mint should 
contain but three hundred and sixty-nine 
grains of pure silver instead of three hundred 
and seventy-one and a quarter, it would not 
be put in circulation. ‘The nicest chemical 
and mechanical operations are resorted to, 
that the different pieces may have an exact 
uniformity. But having done this, our next 
care is to drive metallic measures of value 
from the country, and substitute those of the 
most uncertain nature possible. 


oa 


CHAPTER XIII. 
Of the ** Convertibility”’ of Bank Medium. 


Many who are inimical to paper money in 


every other form, are friendly to the use of 


bank paper, because it is, they say, equal to 
specie, inasmuch as specie can be obtained 
for it at the will of the holder. 

But what does this ‘* convertibility,”’ as it 
is called, amount to? ‘Though we have be- 


tween three and four hundred banks, we 


have not yet one at every man’s door; and 


if we had, every man would, in the course — 
of business, be compelled to receive the paper 


of distant banks. A man may prefer silver, 


and yet not choose to walk even half a mile, 


Rants his note changed. 
ose whose money dealings are most ex- 


tensive, like not to offend the banks by too 
frequent calls on them for specie. It might 
lead to a curtailment of their accommodation. 
They have as deep an interest as the stoek- 


holders and the directors in keeping the notes — 


in circulation.* 
In addition to this it must be remembered, 
that bank paper is ‘* convertible” into only. 


one of those species which should, according — 


to law and constitution, be the money of the 
United States. An incorrect valuation of 
gold at the Mint,t and paper money together, 
have driven this precious metal from the 
country. Bank paper is ‘‘ eonvertible”’ into 
silver only, which is inconvenient for : 
payments, and for transportation to distant 
places in large amounts. 

From this combination of causes, not more 
than one-twentieth of the paper is actually 
* convertible’ at any one time, and herein 
consists the safety of the banks. An attempt 
to convert but one-half of the bank medium 
into specie, would, though several. months 


were allowed for the operation, break all the — 


banks in the country. te 


Now, can such a ‘convertibility’? make — 


bank notes ‘‘ equal” to specie? We mean 
equal to specie as money, in its ¢hree func- 


tions of a circulating medium, and of a stand-— ns r 


ard and measure of value. We know the 
two articles are equal in the market, but the 
question is, if they ought to be so. 

** Convertibility,’’-so far from being an as- 
surance of the soundness of bank notes as 
money, is not even an assurance, for three 
days together, of their soundness as bills of 
eredit. This is verified in the case of banks 
whose paper is in one week at par, and in 
the next at a discount of fifiy per cent. 

When the contingencies on which converti- 
bility depend, are taken into consideration, 
the risk appears soreat as of itself to out- 
weigh all the arguments usually adduced in 
favor of bank medium. 


* In a debate in Parliament in July, 1898, Lord King said, 
that “as for payment in gold, he knew there was an esprit 
de corps among the bankers, and people who wished to get 
accommodations from them would find it no easy thing to 
obtain gold. The banker would inquire if the individual 
was in the habit of asking for gold, and if so, accommoda- 
tions would be withheld. Paying in gold was not, therefore, 
that check to over-issues which some people imagine.” 

t Since the first edition of this work was published, an act 
has been passed to raise the Mint valuation of gold. 
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index, a volume of 416 pages. 

The price for a single copy, is $1,50 per annum; for four 
copies, $5; for ten copies, $10. 
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Subscriptions are received in— 
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Mr. G. B. Ziener, Mews-vender, corner of Third and Dock. 

Mr. J. R. Coton, News-vender, 2034 Chesnut street, 

New Yorx—Mr. W. Haywarp, Stationer, 89 Division st. 

Bautrimore—Mr. W. Taytor, Vews-vender, North street. 

Boston—W. H. 8. Jorpan. 

Single numbers for sale as above. 

In other places, subscriptions will be received by any per- 
son who chooses to appoint himsclf agent for others, and re- 
mit the money for one, two, five, ten, or more copies. 

Postmasters have a right to frank letters written by them. 
selves, containing subscriptions and payments for news- 
papers and other periodicals. 








TO POSTMASTERS. 


GENTLEMEN,— 

The Journal of Banking, which has now 
reached its eighth number, has subscribers at a 
considerable number of Post Offices, but at a far 
less number, it is believed, than it would have, if 
its character was generally known. 

Its object is, to exhibit banking as it is, and 
banking as it ought to be, in sucha light as to be 
intelligible to every capacity. Of the plan, the 
present number may serve as a specimen, though 
the real value of the work is to be judged of not 
by any one, or two, or three numbers, taken sepa- 
rately, but by many taken collectively. 

Tio some persons, it would, perhaps, be more 

acceptable if general politics were embraced in its 
plan. But credit, currency and banking, are to- 
pics which ought to be considered independently 
from all others, except such as are inseparately 
connected with them. As great variety is given 
to this Journal, as is campatible with its main ob- 
ject. 
; The subject is one of great importance. The 
currency is to a community, what the life blood is 
toa man. For weal or for woe, every individual 
is affected by our present system of corporate 
banking and factitious credit. For years tocome, 
it will be the basis of most political controver- 
sies, and of the greater part of legislative action. 

Of how great importance is it, then, that it 
should, as far as is practicable, be thoroughly un- 
derstood by every individual in the community ? 

We are addressing some, perhaps many, who 
do not accord with us in our judgment of our pre- 
sent system of banking. But even to those, the 
fects the Journal contains must be of great im- 
portance, and liberal minded men always like to 
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have the means of forming a correct judgment of 
the views of their opponents. 

To many, this Journal must be a very offensive 
publication; for nothing is so offensive to men as 
truths which run counter to their interests or 
their prejudices: but to some, in every neighbor- 
hood, we believe it would be very acceptable. 
To aid us in finding them out, we send copies of 
this number of the Journal to a select number of 
Postmasters, hoping that such of them as may not 
be friendly to the plan, will hand them over to 
some persons who are. 

The work is very cheap, considering the style 
in which it is got up, and the amount of intel- 
lectual labor bestowed on its columns. The de- 
duction to those who order five or ten copies, (as 
set forth in the programme at the head of this 
page.) is intended to encourage the formation of 
“clubs,” and to facilitate remittances, and also to 
afford, to such as may be disposed to avail them- 
selves of it, an opportunity of compensating them- 
selves for their trouble in collecting subscribers. 

As in some places some may be ready at once 

to subscribe, and others may want a little time to 
think about it, to accommodate both parties, as far 
as wecan, we will make the following arrange- 
ment. ‘I'o any person who will send us three dol- 
lars, we will send two copies of the Journal, and 
if he, at any subsequent time, sends us two addi- 
tional dollars, we will send him two additional 
copies. So, if any person sends us five dollars, 
we will send him four copies of the Journal, and 
six additional copies on his sending us five dollars 
more. We direct each of the five or ten copies 
thus ordered to different persons, or to different 
post offices when requested. 
* As we have stereotyped all the numbers of 
the Journal of Banking that have yet been issued, 
we can, without delay, complete the files of any 
number of new subscribers. 





OBJECT OF THIS JOURNAL. 


As this number may fall into the hands of many 
persons who may not have seen any of our pre- 
vious publications, it may be proper, to prevent 
mistakes, to state our views and objects as ex- 
plicitly as can be done in a few words. 

We look upon our present banking system as 
resting on principles which are fundamentally 
erroneous. . 

Banks and bankers of some kind, there must 
be, we know, in every commercial country. But 
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we see no reason why banks should be incorpo- 
rated institutions, and why privileges should be 
conferred on bankers, which are denied to butch- 
ers and bakers. 

We do not contend for an exclusive metallic 
medium: but we believe that THe mongy of the 
country should be exclusively metallic. ‘To this 
metallic money we would add bills of exchange, 
and such other devices as merchants might choose 
to adopt for economising the use of specie. To 
bank notes of such denominations as would make 
them representatives of bona fide bills of ex- 
change, we would not particularly object. 

The banking system has for many years been 
our especial study. We regard it as the chief 
cause of our social evils. We look upon it, as at 
present constituted and at present conducted, as 
an instrument of evil so very powerful in itself, 
that, if every thing else in the country were 
right, it would soon put every thing wrong. We 
cannot in a few words give the reasons of this be- 
lief. ‘They embrace a multitude of facts and ar- 
guments which will be set forth in this Journal. 

But we favor no rash measures for getting rid 
of the system. Such measures would do even 
more evil than the system itself produces. Noth- 
ing can be fairer than to allow men who have 
contracted debts in bank currency, an opportunity 
of paying such debts in currency of the same 
value: and it would gratify us highly, if every 
man who has honestly paid money for bank stock, 
could get every dollar back and invest it in some 
other way. There is no inconsistency in abhorring 
the present banking system, and in wishing well 
to the stockholders. 

Yet we do not think that a due regard to ex- 
isting interests should cause the people to be 
timid or indecisive in measures of reform. The 
longer the necessary measures of reform are de- 
ferred, the greater will the evil become, and in a 
vain effort to secure “ the existing interests” of a 
small part of the community, the permanent in- 
terests of the whole may be sacrificed. If the ne- 
cessary measures for bank reform had been taken 
ten years ago, the stockholders in the United 
States Bank, and many other banks, would not 
now have occasion to lament the loss of the whole 
of their property. 

This declaration of our views, and an inspec- 
tion of the articles in the present number, will, it 
is hoped, suffice to show the character and object 
of the Journal of Banking. 
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PAPER MONEY OF ASIA. 

The history of the paper money of China, 
which is given in our present number, is both 
curious and interesting. Mr. Klaproth’s state- 
ments are abundantly contirmed by Du Halde in 
his History of China, by Remusat in his “ Nou- 
veaux Melanges Asiatiques,” and by other au- 
thors, 

Klaproth does not, in his account, 
from China the use of paper as money spread ii 
India. This we supply from another source. 


= > 











[ 


In reading the History of Paper 
China, aacmendann will bear in mind 
as the whole period embraced in 
preceded the discovery of America, sil 
many times more valuable then than it 
Thus when the Chinese Government issued 
which it intended should be equal in 
rag car Oz. b. silver, we must mul 
sum by four or five to get an adequate 
effect this operation had on commercial affai 
so in other cases, 

Paper money had an injurious 
Chinese nation, as it has had on 
some individuals were enriched by i 
quotes one old author, who spea 
minister of the crown, who grew so 
the system which impoverished the 
re acquired the nick name of the 
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AFRICAN MONEY MARKET. 
They have a metal currency in Loggun, bod 


first I had seen in Negroland: it consists of 
plates of iron, something in the shape of the tin 
with which they shoe race horses. The money 
market has its fluctuation#; the value of this cir- 
culating medium is settled by proclamation, at the 
commencement of the weekly market every 
Wednesday; and speculations are made by the 
bulls and bears, according to the belief of its rise 
or fall. Previous to the Sultan’s receiving tribute 
or duty on bullocks or indigo, the delatoo 

rally proclaims the currency below par: while, on 
the contrary, when he has purchases to make for 
his household, preparatory to their feasts, the value 
of the metal is invariably increased. The 
clamation of the value of the metal always creates 
a SE eevee, as if some were losers 
and others gainers the variations,— Maj 
Denham’s Travels. ’ Es 
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DIARY OF A BANK DIRECTOR. 115 


EXTRACTS FROM THE PRIVATE DIARY 
OF A CERTAIN BANK DIRECTOR. 


No. IV. 


Monday.—Read some remarks on banking, ad- 
dressed by a learned Professor in the University 
of Pennsylvania, to a member of Congress, from 
Philadelphia, and was delighted with them beyond 
measure. It is a common saying that colleges are 
half a century behind the rest of the world in 
practical information, but Professor Hare is evi- 
dently fifty years in advance of the present gene- 
ration. ‘T'ake his initial paragraph by way of ex- 
ample; 


“ By the most zealous advocate of hard money, 
it cannot be denied that, the ee of specie 
to act as money is dependent altogether on its 
ability to create in the mind of each successive 
holder, an expectation that it will pass as money 
at the value at which it may be received. They 
cannot deny, that during a century in which a 
piece of coin may have been current, all those at- 
tributes which give it a value over other sub- 
stances, have been inert. Asa metal, it will have 
done nothing. Evidently its sole mean of utilit 
has been its power of creating a confidence that it 
will pass in the market without depreciation. It 
follows, that whatever else may prove competent 
to produce a similar confidence, under like cir- 
cumstances, must, as money, be equivalent to 
coin.” 

Excellent! The only utility of metallic money 
is its power of creating a confidence! Excellent! 
Excellent! 

The conclusions at which the Professor arrives 
are worthy of his premises: 


“‘ When the banks stopped specie payments in 
May last, every note which they had issued, and 
every credit given by them for deposits, appeared 
to fall in value, relatively to gold and silver, from 
five to ten per cent. Bot is it to be inferred that 
there was an actual depreciation of their notes 
and credit to that amount? Was it not owing 
to a rise in the price of specie, which had become 
an object of demand for exportation, to pay the 
balance of trade with Europe, caused by a failure 
in the price of our producet * *° ¥* * 

“Is it not evident that the same causes which 
deprived the banks of the power to redeem their 
notes or credits with specie, by impairing the cre- 
dit of individuals, gave to bank notes and bank 
credits an unusually high value, so that the hold- 
er of them in lieu of being a sufferer, was a gainer 
by the change? 

“Viewing the subject thus, would any thing 
have been more mischievous, absurd, and unjust, 
than to have forced them to resume specie pay- 
ments, upon the plea of their legal liability, or to 
use the argument of Shylock, because “it was 
in the bond.” 

Surely there is no wisdom like paper money 
wisdom. When banks suspend specie payments, 
their notesactually rise in value, and only appear 
to fall, just as the sun appears to revolve round 
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the earth, though the earth actually revolves 
round the sun! I am beginning to think that 
members of colleges are not as useless members 
of the community as some people suppose them to 
be. Certainly none but a Professor in a Uni- 
versity could have discovered that the holders of 
bank notes are enriched by the banks’ stopping 
payment. 

Saw a Loco-Foco passing by and called him in, 
hoping to convince him by the Professor’s logic. 
Found him utterly intractable. He said that mo- 
ney was not only a medium of exchange, but also 
a standard and measure of value, that when 
it was metallic it had a value in itself independ- 
ent of what it derived from its use as a commercial 
medium; and that it was from want of a clear 
conception of this truth that so ctable a man 
rm Professor Hare had uttered such strange para- 

oxes. 

Read to Loco-Foco the followi from 
the Professor’s production, and 0 A it he 
thought of it : 


“I do not consider a bank as the debtor of the 
note-holder or depositor, so long as their notes or 
credits are supported at the market price at which 
they were issued. The bank is virtually obli- 
gated to furnish a currency which will answer the 
purpose of money, so as to pass in the market 
without depreciation. Of course the bank stands 
in the relation of an obligor; rather than in that 
of a debtor, and becomes only so far liable as it 
may fail in its obligations,” 


Loco-Foco was evidently puzzled by this dis- 
tinction between debts < obligations. Indeed 
he confessed as much, for he said the whole of the 
Professor’s reasoning reminded him of a story he 
had once heard, which he would endeavor to 
repeat. A certain Irishman went into a certain 
tavern and called for six pence worth of crackers, 
They were duly set before him, and after looki 

at them for some time, he inquired if the landlo 
would have any objection to change the crackers 
for six pence worth of brandy toddy. Certainly 
not, said Boniface. Paddy having finished his po- 
tation, was preparing to depart, when the land- 
lord called out to him to pi the toddy. “ Pay 
for the toddy !” exclaimed atrick in amazement. 
“Did I not give you the crackers in pay?” 
“ Well, then,” said the landlord, “ pay me for the 
crackers.” “Pay you for the crackers! The 
divil take you! you unconscionable varmint! 
Hav'nt you got the crackers?” “ You may go,” 
said the landlord, utterly confounded; “ you have, 
in some way, diddled me out of six pence. I can’t 
exactly tell how, but am sure I have lost that 
much. You can go.” 

Now, said Loco-Foco, it has always appeared 
to me that the banks treat the people just as Pad- 
dy treated the tavern-keeper. They take two 
values from us, and give us one value in return. 
And this in such a manner that few are able to dis- 
cover the rationale of the process. Professor Hare, 


however, laid the matter open, by showing 
that the outstanding notes of a bank are no part 
of its debts. 
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come bankrupt, which gave occasion to much liti- 
gation. ‘The emperor abolished the bills of this 
company, and took away from individuals the 
power of issuing paper money, reserving to him- 
self the establishment of a bank for bills at 
Y-tcheou. 

About the year 1032, there were 1,256,340 
ounces in the bills called kiao-tsu, or “ exchanges,” 
In 1068, it was found that there were counterfeits 
of them; and they imposed the same punishment 
on the counterfeiters as for counterfeiting the Go- 
vernment seals. Ata later period they estab- 
lished, at different intervals, banks for the kiao- 
tsu bills in several provinces of theempire. The 
bills of one province were not current in the 
others, and they often altered the terms of pay- 
ment and their mode of circulation. 

Under the emperor Kao-tsoung, in 1131, they 
were desirous of making a military establishment 
at Outcheou ; but as the necessary funds arrived 
with great difficulty, the mandarins who had the 
direction of that undertaking, proposed to the 
houpou, or minister of the treasury, to issue some 
kouan-tsu, or securities, with which they might 
pay the persons who furnished provisions for the 
troops. These securities were redeemable at a 
special office for that purpose; but it appears they 
gave rise to abuses and occasional murmurin 
among the people. Subsequent! i similar securi- 
ties were put in circulation in other provinces of 
China. 

In 1160, (still during the reign of Kao-tsoung,) 
the houpou created a new paper currency, called 
hoei-tsu, or conventionales. In their origin, these 
new bills were current only in the province of 
Tche-kiang and its vicinity; but they were soon 
disseminated through the whole empire. The 
paper which they used to make them of, was 
originally manufactured only in the towns of 
Hoci-tcheou and Tchhi-tcheou of Kiang-nan. At 
a later period they also made it at T'ching-tou- 
fou, in Szu-tehhouan, and at Tikvasitlefon in 
the province of Tche-kiang. 

The first hoei-tsu (conventionals) were equiva- 
lent to a string of one thousand deniers; but un- 
der the reign of Hiao-tsoung, in 1163, they made 
them of 500, 300, and 200 deniers. In five years, 
that is to say, up to the seventh moon of the year 
1166, they had issued this paper to the amount 
of 28,000,000 of ounces; and on the 13th of the 
eleventh month of the same year, that amount was 
found to be increased by 15,600,000 ounces. Dur- 
ing the remainder of the reign of the Soung dy- 
nasty, the quantity of this paper went on con- 
stantly increasing. 

Besides this, there were also the kiao-tsu, and 
some other paper peculiar to the provinces; so 
that the empire was flooded with paper bills, 
which depreciated from day today, in spite of the 
different changes and modifications which the Go- 
vernment thought fit to make in them, in order 
to enhance the currency of them. 

Finally, in the reign of Ly-tsoung, of the same 
dynasty, and in 1264, the minister Kia-szu-tao, 

the currency of the hoei-tsu so low, and 
the price of provisions so high, thought it proper 
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to substitute in part for this paper a new descrip- 
tion of bills, which he called yn-kouan, or silver 
obligations. The hoei-tsuof seventeen terms, as 
they were called, Were entirely abolished; and 
they took up three of those of eighteen terms 
with one of the new bills, which bore the charac- 
ter kia. But, though they received even the torn 
bills in payment of imposts, the minister could not 
succeed in effecting a rise in the currency of the 
paper issued by the treasury, nor a reduction in 
the price of merchandise. 

While the latter emperors of the Soung dynas- 
ty were withdrawn into the south of China, the 
north part of the country found itself under the 
domination of the Niu-tchy, a people of the Tun- 
gusian race, that had founded a new empire under 
the name of Kin, or Kingdom of Gold. Their 
princes are known in the Arabian and Persian 
historians, by the name of Alloun-khan. The 
continued wars which laid waste all China, had 
considerably impoverished all the provinces of that 
fine country; so that in the year 1155, copper 
having become extremely searce in the kingdom 
of Kin, they were obliged to establish among 
them banks for paper bills, upon the plan of the 
kiao-tsu of the Soung dynasty. The bills of two, 
four, eight, and ten strings of a thousand deniers 
were called large bills; and the smad/ bills were 
of 100, 300, 700, and 900 pieces of copper. Their 
rate was fixed for seven years; and after that 
term they exchanged the old bills for new ones. 
In all the provinces there were banks, and the 
Government retained fifteen pieces of copper for 
each string of one thousand, in order to cover the 
expense of making and registering the bills, 


In the latter half of the XIIIth century, the 
Mongols made themselves masters of China, where 
they founded the dynasty called Youan, which 
reigned from 1279 to 1367. Even before the en- 
tire subjugation of China, Koublai-khan, or Chi- 
tsou, the first emperor of that dynasty, had intro- 
duced paper bills (assignats) among the Mongols, 
between 1260 and 1263. In 1284 he directed the 
mandarin Lou-chi-joung to present to him a plan 
for the emission of a new paper money; but that 
emission did not take place till 1287; and from 
that time the Mongols only increased the quanti- 
ty of their paper bills called paotchhao, or paper 
money of value, 


Bills of one string, made in the years tchi- 
youan, (1264—1294,) were substituted for those 
of five strings, or of 5000 deniers, which they had 
created during the years tchoung-thoung, (1260 
—1263,) and which were made of the bark of the 
tchu tree, (morus papyrifera,) and one foot square, 
Chinese measure. Those of one string of the 
years tchi-ta, (1308—1311,) succeeded those of 
tchi-yuan of five strings, ey were valued at 
one once of pure silver, and the tenth part of an 
ounce of gold. Inthis manner the Government 
had reimbursed, by four per cent. of value, the 
capital of the first emission, and by twenty per 
cent. that of the second. ‘Towards the end of the 
Youan dynasty, the paper money had lost much 
of its credit; and in 1351, they found themselves 
obliged again to make changes in their system of 
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ee ; but all their expedients and at- 
Sennks to p uce a rise in the funds were fruit- 


Jess; and the Mongols were compelled to abandon 
China, which they had totally ruined by their 
tchhao, or “ paper money of value.” 

This state of things obliged the emperors of the 
Ming 4d , who succeeded the Mongols, not 
only not to abolish the tchhaos, but to create a 
new emission of them. In 1375, they issued six 
different kinds of paper, viz: bills of one string, 
of a thousand deniers, of 500, 300, 200, and 1 
copper pieces; those of a thousand deniers were 
equivalent to one ounce of silver. They prohibited 
the people’s making use of gold, silver, or valua- 
ble articles to trade with. The value of these 
bills fell at once, and they would give only thir- 
teen strings of copper pieces for seventeen in 


paper. 

It appears that the first Ming emperors in- 
creased considerably the py of these bills; 
for in 1448, they had so little credit, that they 
would only give three deniers for one tchhao of a 
string of one thousand. The Government thought 
to remedy this disgrace of its paper, by prohibit- 
ing the use of copper pieces, and by forcing the 
people to use only paper bills. Seven years after- 
wards there appeared an ordinance which pro- 
vided, that they would collect in the paper cur- 
rency, the imposts of the markets in the two capi- 
tals of the Empire. However, these measures 
did not produce the desired effect ; and the tchhaos 
having remained in discredit, terminated by dis- 
appearing from circulation. At least history 
makes no further mention of them after the year 
1445, 


The Mandchous, | Mantchoos,] who succeeded 
the Ming dynasty, and who are at present the ab- 
solute masters of China, have never attempted to 
issue any paper money whatever; for these bar- 
barians are as yet ignorant of the fundamental 
principle of alt good financial administrations, 
namely, that the more debts a country has, the 
more rich and happy it is. 


In Japan, paper money is called kami-zeni, Its 
introduction into the empire dates from the time 
of Dairo Go-daigo-no-tenoo, who reigned from 
1319 to 1331, and who in 1334 was reinstated on 
the throne, which he occupied again for three 
years. However, it never threw out of use the 
pieces of copper, and the Japanese assignats have 
always represented considerable values. I am 
not certain whether they are yet in use, but it 
appears certain that they used them sixty or sev- 


enty years ago. 


Nore.—The paper bills (assignats) of the 
Soung- Kin, and Mongol dynasties, were all made 
of the bark of the tchu tree. Those of the first 
were only sheets printed and authenticated with 
the Government stamps; but those of the Mon- 
gols exhibited other ornaments. The paper, 
which was used by the Mings to make their bills, 
was made from all sorts of plants. We find in 
the work of Father Du Halde, (vol. ii., p- 163,) a 
i of one of the paper bills of the time of the 

ings, 
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THE UNITED STATES BANK.—PUBLIC 
LOANS. 


The following is part ofa letter from a respect- 
ed correspondent in Philadelphia County. 


“ The failure of the United States Bank of Penn- 
sylvania is a most reproachful occurrence to our 
City, State, and Nation: and the subject will, I 
hope, receive the most thorough investigation. 
“ Search Jerusalem with candles!” Let us have 
a complete and minute chart of the disastrous yoy- 
age of the bank, and the whole history of her pilots 
—not so much, if at all, with a view to retribution, 
but as beacons for the future. Give us the whole 
truth—let who will be exposed. Causes may 
thus be accurately and distinctly investigated and 
ascertained—history may be arrived at, and philo- 
sophy illustrated and supported. 

* i read your dissertations on banki 


ing with judi- 
cial gravity and critical sternness. From t 

friend of gold we expect gold seven times tried. 
You will not, I hope, condemn the use because 


of = are _ am sixth number you say, 

ing Oo . a 
oupiione: cae credit.” ” If baubinte Ris sonal 
state, as they clearly ought to be, and as perfect 
as legislation can make them, which will include 
adue proportion between their bank notes and 
specie, are not their notes to all intents “ capital,” 
as much so as an equal amount of silver, or their 
value in land and labor?” — 

The causes that led to the destruction of the 
Bank of the United States, belong to our proposed 
continuation of the History of Banking, rather 
than to the Journal. To give these as they ought 
to be given, we want certain materials which are 
not accessible to the public at large. They might 
be obtained, if a faithful investigation of the affairs 
of the bank were made by a committee of the 
stockholders. As our correspondent is acquaint- 
ed with many of them, we would suggest to him 
the propriety of urging them to have a thorough 
inquiry made into the manner in which the 
Bank of the United States has been conducted. 

In relation to the second point touched on by 
our correspondent, we must be permitted to ob- 
serve that we cannot regard mere evidences of 
debt as carirat, The notes of banks, even when 
they are ready to pay specie for them, promptly, 
on demand, are mere evidences of debt. The 
bank that issues them, does, indeed, derive as 
much revenue from them as it would from so 
much capital, but it is only because, through their 
instrumentality, the capital of the farmer, manu- 
facturer, or other producer, is transferred to the 
bank borrower, who pays interest to the bank, in- 
stead of paying it to the farmer, manufacturer, or 
other producer to whom the interest is in justice 
due, 
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subsistence of himself and family; and if they 
augment for a time the nominal price of wages, 
it is only to enhance in a still greater proportion 
the price of living and subsistence.”— tJ. 
Walker in U, 8, Senate, 1840. 


“For one, I enter my protest against banking 
as conducted in this country—a system not to be 
supported by any sound principles of Political 
Economy—a gross delusion, a dream of a vision- 
ary—a system which has done more to er the 
morals of society than any thing else—which has 
introduced a struggle for wealth, instead of that 
honorable struggle which governs the actions of a 
Patriot, and makes ambition virtuous.”—John 
Tyler in U. 8. Senate, 1819. 


From Melincourt, a work published in London 30 years ago. 
THE PAPER MILL. 


As Mr. Steady and Mr. Fox were passing 
through the town of Gullgudgeon, they found an 
immense crowd assembled in a state of extreme 
confusion, exhibiting every symptom of hurry, 
anxiety, astonishment anddismay. They stopped 
to inquire the cause of the tumult, and found it to 
proceed from the explosion of a Paper Mill, in 
other words, the stoppage of the bank of Messrs. 
Smoke, Shadow, Airbubble, Hop-the-twig & Co, 
Farmers, bumpkins, artisans, mechanics, trades- 
men of all descriptions, the inu-keeper, the law- 
yer, the doctor, and the parson; soldiers from the 
adjoining barracks, and fishermen from the neigh- 
boring coast, with their shrill voiced wives, roll- 
ing in en masse, like a stormy wave, around a lit- 
tle shop of which the shutters were closed, with 
the word BANK in golden letters over the 
door, and a large board on the central shutter, no- 
tifying that ** Messrs. Smoke, Shadow, Airbubble, 
Hop-the-twig & Co., had found themselves under 
the disagreeable necessity of suspending their 
payments;” in plain English, they had found it 
expedient to fly by night, leaving all the ma- 
chinery of their mill, and all the treasures of their 
mine, that is to say, several reams of paper, half a 
dozen account books, a desk, a joint stool, an ink 
stand, a bunch of quills, and a copper plate, to satis- 
fy the claims of the distracted multitude, who were 
Shouling in from all quarters with promises to pay, 
of the said Smoke, Shadow, Airbubble, Hop-the- 
twig & Co., to the amount of one hundred thou- 
sand pounds. 

Mr. Fox addressed himself for an explanation 
of the particulars to a plump and portly divine, 
who was standing at a little distance from the rest 
of the crowd, and whose countenance exhibited no 
symptoms of the rage, grief and despair which 
was depicted in the physiognomies of his dearly 
beloved brethren of the town of Gullgudgeon. 
“ You seem, sir,” said Mr. Fox, “to bear the gene- 
ra] calamity with Christian resignation.” ‘TI do, 
sir,” said the reverend gentleman, “and with a 
very orthodox reason—l have none of their notes 
—not I. I was obliged to take them now and then 
against my will, but I always sent them off to 
town, and got cash for them directly.” 

“ You mean to say,” said Mr. Steady, “ you got 
a bank of England note for them.” 
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“To be sure,” said the divine, “and that isthe 
same thing as cash. There isa Jacobin rascalin — 
this town, who says it is a bad sign when the 
children die before the parent, and that a day « 
reckoning must come sooner or later, for the old 
lady as well as her daughters; but myself and my 
brother magistrates have taken measures for him, 
and shall soon make the town of Gull eon | 
too hot to hold him, as sure as my name is 
A 'You seriously think,” said Mr. F that his i 

“ You seriously think,” said Mr. Fox, “that his 
opinion is false.” ae 


> 
, 


“ Sir,” said the reverend gentleman, somewhat __ 


nettled, “Ido not know what right any one cai 
have to ask a man of my cloth what he serioly 
thinks, when all that the world has to do with 1 
what he seriously says.” 
“Then you seriously say it, sir?” said Mr. Fox. 
“do, sir,” said the divine, “and for this yery 
orthodox reason, that the system of paper money 
is inseparably interwoven with the present on 
of things, and the present order of things I 
made up 
it lasts.” 
“ And no longer?” said Mr. Fox. +s 
“fam no fool, sir,” said the divine. 4 
* But, sir,” said Mr. Fox, ‘as you seemtohave 
received the instability of what was called (like 
ucus a non lucendo,) the firm of Smoke, Shadow, 
Airbubble, Hop-the-twig & Co., why did not you 


ee. 
J 


warn your flock of the impending danger?” =~ Shy . 


“Sir,” said the reverend gentlemen, “I dined 
every week with one of the partners.” 

Mr. Steady took notice of an elderly woman, 
who was sitting with a small handful of dirty pa- 
per, weeping bitterly on the step of the door. 
“Forgive my intrusion,” said he; “I need not 
ask you why you weep; the cause is in your hand.” 

“Ah, sir,” said the r woman, who could 
scarcely speak for sobbing, “all the savings of 
twenty years taken from me in a moment; and my 
poor boy when he comes home from sea.”—She 
could say no more, grief choked her utterance. 

“Good God!” said Mr. Steady, “did you lay by 
your savings in country paper.” 

“QO, sir!” said the poor woman, “how was I to 


know that one piece of paper was not as gus as 
another? And every body said that the firm of — 
Smoke, Shadow, Airbubble, Hop-the-twig & Co, 
was as good as gold.” She then unfolded one of 
the promises to pay, which she handed to Mr. — 
Steady. He comforted her as well as he could; 
but he found the purchasing of one or two of her 
notes much more efficacious than all the lessons 
of his philosophy. 

“ This is all your fanlt,” said a fisherman to his 
wife ; “ you would be hoarding and hoarding, and 
stinting me of my drop of comfort when I came 
in after a hard day's work, tossed and beaten and 
wet through with salt water; and there’s what 
we've got by it.” 

“Tt was all your fault,” retorted the wife, 
“‘when we had scraped together twenty as pretty 
golden guineas as ever laid in a chest, you would 
sell °em, so you would, for twenty-seven pounds 
of Mr. Smoke Shadow'’s paper; and now you see 
the difference.” 

*“ Here is an illustration,’ said Mr. Fox to Mr. 


ave 
my mind to stick by precisely as long as . 
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Steady, “of the old maxim of experience teach- 
ing wisdom. We ought now to be convinced, if 
not before, what Plato has said is strictly true, that 
there will be no end of human misery till govern- 
ors become philosophers or philosophers govern- 
ors; and that all the evils which this country suf- 
fers, and I fear will suffer, to a much greater ex- 
tent, from the bursting of this fatal bubble of paper 
money—this chimerical symbol of imaginary 
riches, are owing to the want of true po itical 
wisdom in our rulers, by which they might have 
seen things in their causes, not felt them only in 
their effects, as even the most vulgar man does; 
and by which foresight all the mischiefs that are 
befalling us might have been prevented.” 

A respectable looking female approached the 
crowd, and addressing herself to Mr. Fox, who 
seemed most at leisure to attend her, asked him 
what chance there seemed to be for the creditors 
of Messrs. Smoke, Shadow, Airbubble, Hop-the- 


twig & Co, “By what I can gather from the 


people around me,” said Mr. Fox, “none what- 
ever.” The lady was in great distress at this in- 
telligence, and said that they were her bankers, 
and that it was the second misfortune of the kind 
that had happened to her. Mr. Fox expressed 
his astonishment that she should have twice been 
the victim of the system of paper coinage, which 
seemed to contradict the old adage about a burnt 
child ; and said it was for his part astonishing to 
him how any human being could be so deluded 
after the perils of the system had been so clearly 
pointed out, and arnongst other things in a pam- 
let on the insubstantiality of Smoke. “In- 
eed,” she said “she had something better to do 
than to trouble herself about politics, and wondered 
he should insult her in her distress by talking of 
such stuff to her.” 

“ Was there ever such infatuation?” said Mr. 
Fox, as the lady turned away. ‘This is one of 
those persons who choose to walk blindfold on the 
edge of a precipice, because it is too much trou- 
ble to see, and quarrel with their best friends for 
requesting them to make use of their eyes.” 

« A curse light on all kite flyers!” vociferated 
a sturdy farmer. “Od rabbit me! here be a 
bundle of trash, masters! not worth a five and 


‘Six penny dollar altogether. ‘I'his comes of paper 
~ mil 


*T promise to pay,’ ecod! Oh, the good 
old days of golden guineas, when I used to ride 
home from market with a great heavy bag in my 
pocket; and when I wapped it down on the old 
oak table, it used to make such a sound as did 
one’s heart good to hear it. No premise to pay 
then. Now a man may eat his fortune in a sand- 
wich, or set fire to it in a farthing rushlight. Pro- 


Mise to pay !—the lying rascals, they never meant 
to pay; they knew all the time they had nothing 


to pay with, But such a pretty, smooth spoken, 
. avering set of rascals, standing with quills be- 
hind their ears, and smiles on their faces! why, 
Lord bless you! they would have made you be- 
lieve that black was white, and though you could 
never get any thing of ’em but one o’ their own 
dirty bits of paper in change for another, they 
were as rich as somany Jews. Ecod! and we 
were all fools enough to believe them, and now 
see what we have come to.” 
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“ Yes, father,” said a young fop at his elbow, 
“all blown, curse me.” ‘ 

“ Yes,” said the farmer, “and you’re burst and 
blown, and you must sell your hunter, and turn to 
the plough tail; and your sisters must churn but- 
ter, and milk the cows, instead of Jingling penny- 
vorties, and dancing at race balls with squires.— 
We must be old English farmers again; and none 
of your fine high-flying promise to pay gentle- 
folks. There they be—spell *em: ‘I promise to 
pay to Mr. Gregory Gass, or bearer, on demand, 
the sum of five pounds—Gullgudgeon Bank, April 
lst—For Smoke, Shadow, Airbubble, Self and 
Com rs Henry Hopthetwig. Entered, Davenport 
Walkoff.’ And there be the coat of arms; two 
blacksmiths blowing a forge, wi’ the chimney for 
the crest, and a’wreath of smoke coming out o’ 
it; and the motto, ‘ You can’t catch a bow! full!’ 
Od rabbit me! here be a whole handful of ’em, 
and Vl] sell’em all for a five and six penny dol- 


The “Jacobin rascal” of whom the reverend 
gentleman had spoken, happened to be at the 
farmer’s elbow—*I told you how it would be,” 
said he, ** Master Sheepshead, many years ago; 
and I remember you wanted to put me in the 
stocks for my trouble.” 

“ Why, I believe I did, Master Lookout,” said 
the farmer, with a very penitent face; “but if 
you'll call on me some day, we'll drown old 
grudges in a jug of ale, and light our pipes with 
the promises of Master Hop-the-twig and his 
gang.” 

‘* Not with all of them, I entreat you,” said 
Mr. Lookout, “I hope you will have one of them 
framed and glazed, and suspended over your chim- 
ney, as a warning to your children, and your chil- 
dren’s children for ever, against the blessed com- 
forts of paper money.” 

“ Why, Lord love you, Master Lookout,” said 
the farmer, “we shall have nothing but paper 
money still, you see, only from another mill 
like; it isa bad state of things, and must come 
to a bad end, sooner or later ; But it will Jast my 
time.” 

“ You are not in the last stage of consumption, 
are you?” said Mr. Lookout. , 

“Lord love you, no,” said the farmer, “do 1 
look so?” 

“ No, but you talk so,” said Mr. Lookout. “I'll 
only say to you, mark the end of it; it is a sys- 
tem of rascality and villainy, and must end sooner 
or later with disgrace and ruin to all concerned 
in it.’ | 

“Do you hear him?’ said the Rev. Mr. 
Tythes. “ Do you hear the Jacobin rascal? Do 

ou hear the libellous, seditious, factious, level- 
ing, revolutionary, republican, democratical, athe- 
istical villain?” 





TAXES IN GEORGIA. 


The Griffin Jeffersonian states that a compari- 
son of the tax books of the different counties of 
Georgia, shows an increase in taxes during the 
last year of $583,859 87. Last year the taxes 
were only $138,927 94. This year they amount 
to #722,786 91. 
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JOURNAL OF BANKING. 


A BANK MAN. 


We were toiling on towards the top of the 
mountain, when, at a sudden turn, we met a soli- 
tary traveller. He was a tall, dark-complexioned 
man, with a broad brimmed Panama hat, rolled 
up at the sides; a striped woollen Guatimala 
packet with fringe at the bottom; plaid panta- 

leather spatter dashes, spurs, and sword ; 

he was mounted on a noble mule with a high- 
peaked saddle, and the butts of a pair of horse- 
man’s pistols peeped out of the holsters. His 
face was covered with sweat and mud; his breast 
and legs were spattered, and his right side was a 
complete incrustation: altogether, his appearance 
was fearful. [t seemed strange to meet any one 
on such a road; to our surprise, he accosted us in 
lish. He had set out with muleteers and In- 
dians, but had lost them in some of the windings 
of the wood, and was seeking his way alone. He 
had crossed the mountain twice before, but had 
never known it so bad; he had been thrown 
twice; once his mule rolled over him, and nearly 
crushed him; and now she wasso frightened that 
he could hardly urge her oe He dismounted, 
and the trembling beast and his own exhausted 
state, confirmed all that he had said. He asked 
us for brandy, wine, or water, or any thing to re- 
vive him; but unfortunately, our stores were 
ahead, and for him to go back one step was out 
of the question. Imagine our surprise, when, 
with his feet buried in the mud, he told us that he 
had been two years in Guatimala, negotiating for 
a bank charter. Fresh as I was from the land of 
banks, I almost thought he intended a fling at me ; 
but he did not look like one in the humor for jest- 
ing; and, for the benefit of those who will regard 


it as an evidence of incipient improvement, [ am. 


able to state that he had the charter secured 
when he rolled over in the mud, and was then or 
his way to England to sell the stock.—Stephens’s 
Incidents of Travel in Central America. 


LEGAL DECISION. 


An important case was decided in the Oyer and 
Terminer, at Utica, a day or two ago. It was 
that of the Central Bank at Utica vs. The Bank 
of New York, involving the loss of some $20,000 
by the one or the other party. The material ques- 
tion regarded the right to three days grace on a 
draft by one bank on another. The draft in this 
case was sent by the plaintiff to the defendant 
bank for collection, not paid at maturity, and only 
protested by the bank after three days had ex- 

ired. The Central contends that it should have 
en protested on the day when, by its terms, it 
fell due; the Bank of New York responds, that 
uniform immemorial usage allows three days 
race on such as on other drafts. Verdict for de- 
endant. The case is to be carried up, excep- 
tions having been taken. 


THE ERIE BANK. 


In one of our former numbers, we mentioned 
that this bank was willing to take some hundred 
thousand dollars more of the State Loan. We are 

tified now in being able to state, that the State 
reasurer has taken legal advice on the subject, 


and that Mr. Binney has given it as his opinion, 
that the Relief Law would not sanction ie, ; 
Ramncenag cxpenisns. One of conditions on 
which the bank was willing to take an additions 
amount of the loan, or in other words to issue some 
hundred thousand dollars in small notes, redeema- 
ble in stocks, was that the officers of the bane 
should have the privilege of paying them out to 
such contractors on the public works as they them- 
selves might select! 7 


SOUTHWARK AND KENSINGTON, 
BANKS. 


On the 5th of October, writs of quo warranto 
were, by the Court of Common Pleas of Philadel- 
phia, awarded against these banks, to show cause 


why their charters should not be forfeited, for re- 
fusing to lend to the State the amount required 
of them by the Relief Law of the last Legislature. 

The proceedings on these writs will afford a 
the constitutionality 


good opportunity for testing 
of the aforesaid Relief Law. 


BANK FAILURES. 


On Monday, September 27th, the doors of the 
Commercial Bank, at New York, were closed. 

This is one of the institutions created in 1883- 
34, with a view, as is stated, of getting a portion 
of the public deposits. It did a speculative busi- 
ness for some years, that is to say, lent money to 
land speculators, instead of discounting commer- 
cial paper. Its fate is such as naturally befalls 
banks conducted on erroneous principles. 

At one time, on a capital of $500,000, it made 
loans to the amount of about $1,100,000. This 
amount is now reduced to about $700,000. Mi 
of the debts due to the bank are said to be of 
doubtful character. 

The Comptroller of the State has advertised 
for a loan of $120,000, at 6 per cent., to redeem 
the notes of the Commercial Bank. The New 
York Safety Fund exists only in the shape of a 
debt due by the State. 


“The New York Herald contains a letter from 
St. Louis, which speaks of a report prevalent in 
that city of “the Aboukir Banking Company of 
lowa Territory having failed, after having, dur- 
ing an existence of six months, put into circula- 
tion about 500,000 dollars. The failure of the 
bank has been ascribed to the Swartouting of the 
cashier, who passed through St. Louis, Sept. 15, 
on his way, doubtless, to Texas, with, it is said, 
$80,000 in specie. The bank was alledged to 
be founded on real estate to the amount of four 
hundred thousand dollars, but it is asserted that 
investigation shows the real estate to amount to 
about half an acre of town lots, worth probably 
five hundred.” 


BANK DEFAULTS. 


It is stated in “The Muskingum Valley,” that 
the forged bills of exchange, for which the presi- 
dent of the Bank of Gallipolis was sentenced to 
ewes amounted to $108,900. Others 
were found among his papers, swelling the total to 
about $400,000. ee 





JOURNAL OF BANKING. 


Jones, the defaulting teller of the Troy, N. Y. 
Bank, whose feats were duly recorded in our sixth 
number, was caught at Detroit, and brought back 
to Troy. Bail was demanded from him to the 
amount of $2500. His friends, and young associ- 
ates, from mistaken motives of sympathy, clubbed 
together and raised the money, and the probabili- 
ty is that he will never be brought to trial. 


Wingate, the defaulting cashier of the branch 
bank of Cape Fear at Raleigh, N. C., is said, as 
well as Jones, to have been a gambler—not pro- 
ee , but to an extent sufficient, it seems, 
to cause him to betray his trust. The amount of 
his deficit is now stated to be something less than 
14,000 dollars. 


Town, the defaulting teller of the branch bank 
of the State Bank of Illinois, was, while in prison, 
“ treated like a gentleman.” His escape excited 
no surprise among the citizens of Jacksonville. 
They never expected that he wouM be brought 
to punishment. 


The State Bank of Illinois, at Springfield, has 
been defrauded by one of its clerks, a Mr. Corn- 
well, in an amount exceeding 650 dollars. “The 
manner in which he carried on his speculations,” 
says the Springfield Register, “shows that there 
are ways of robbing a bank which might never be 
discovered. In the present case, accident brought 
the robbery to light.” 

What the manner was, we know not, for the 
Indianapolis Sentinel, to which we are indebted 
for this item of intelligence, refuses to give the 
details, “as it might operate unfavorably on the 
morals of the officers of the State Bank of Indi- 
ana.” The Jacksonville Ilinoisan, swells the 
sum abstracted to about 10,000 dollars. 


The Bank of Millington, Maryland, broke be- 
fore we commenced our Journal. Ellis, its presi- 
dent, was brought to trial lately for some fraudu- 
lent transactions connected with the institution, 
and was convicted. After conviction he was put 
in prison, but a motion for a new trial prevailed, 

he was bailed in the sum of $4000, to take 
his trial at the next term. 


The Herkimer, (N. Y.) Bank was robbed by 
the book-keeper, a young man of the name of 
Brown, on the night of the 25th of September. 
He took from it 70,000 dollars in gold and notes, 
and went off with two companions. They were 
pursued, and in the course of a few days were all 
arrested, and forced to restore their ill-gotten 





THE FOREIGN NEWS. 


Sir Robert Peel, the new premier of Great 
Britain, has signified that it is not his intention to 
ring forward any new measure of importance 
airing the present session. 
’ Petitions signed by many persons of influence 
have been sent from the manufacturing districts, 


. Be ce Queen not to poy Parliament, 
fay it shall have done something for the relief of 
. t 


. coun ry. 
It is now said that the harvest will fall short 
one sixth or one seventh of the average crop. 


; _— 


—r 


Digitized by 4, 5 ( yl Ad e 


123 


The Nottingham Joint Stock Bank has sus- 
ponies specie payments. Nothing, it is said, will 
lost by the creditors, as some of the co-partners 
are wealthy and responsible in their private ca- 
Pad for an amount exceeding the debts of the 
rm. 

The old banking house of Hobhouse & Co, 
Bath, has also stopped payment. 

Money was in request at London at 5 per cent. 

The sales of cotton at Liverpool, during the 
week ending September 17th, amounted to 30,000 
bales. 9400 New Orleans, &c., good to fine, 74 
to 8d; 7140 Mobile, &c., good to fine, 7} to 74; 
6720 Upland, Georgia, good to fine, 7 to74. Im- 
ports during the week, 12,277 bales. Stock, Sep- 
tember 17th, 439,100, American ; total stock of all 
kinds, 579,300. Last year at same date, 498,000, 

Hottinguer, the celebrated Parisian banker, 
died on the 10th of September. 

Mrs. Wells, an American lady, carries on at Paris 
the business of the private banking house so | 
and so successfully conducted by her late husband. 
She is said to be well qualified for the business. 
As she issues no notes, and is responsible in the 
whole extent of her private fortune for her en- 
gagements, we wish her success in her under- 
taking. 

Great excitement prevailed in Paris, on account 
of an attempt to assassinate one of the princes of 
the blood royal. 

It was generally believed in Paris that the new 
French Joan for 150,000,000 francs, (about 28,000,- 
000 dollars,) would be brought out in October. 





INCIDENTS. 


In the city of New York, a Mr. Colt, the au- 
thor of a treatise on book-keeping, has murdered 
Mr. Adams, who had printed his book for him. 
Putting all the circumstances of the case toge- 
ther, as narrated in the daily papers, it would 
seem that Mr. Adams went to demand payment 
from Mr. Colt, of a sum of 200 dollars, and that 
words ensued between them. Our readers will 
recollect that it was debt that led Robinson to 
murder Mr. Suydam, the president of the Farm- 
ers’ and Mechanics’ Bank of New Brunswick. 


Paper financiering is not at present confined to 
banks and bank officers. A number of gentle- 
men are trying their hands at it, some in one way, 
some in another. Among the most distinguished 
is alledged to be a certain Col. Munroe Edwards, 
alias, John C. Caldwell. He has been arrested 
in this city, on a charge of having, by means of 
forged bills of credit, defrauded two New York 
houses of about 52,000 dollars. He is described 
as a young and handsome man, of genteel appear- 
ance, and prepossessing address, 
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Saturday, October 9th, 1841. 
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PRICES OF PRODUCE. 
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PRICES OF BANK NOTES AND SPECIE. 


BANK NOTES. 


The notes of the Bank of Erie, Pennsylvania, are 
at 8 per cent. discount in the Philadelpma pores is 
the bank that so kindly offered to lend the State, some hun- 
dred thousand dollars in small notes. i. 

The notes of the United States Bank are at from 45 to 50 
per cent. discount. The course of this institution is still 
downward. Its stock has been sold at a fraction over 5, 
Philadelphia currency. 

The Ohio Statesman says there has been quite a whirl 
about Urbana Bank notes, and that they have been bought 
al seventy-five cents in the dollar: but that they afterward 
rose again in value. Another Ohio paper ~~ of the 
notes of the Bank of Cleveland having been refused by busi- 
ness men. Several of the Ohio journalists caution the 
farmers against retaining in their possession, for any length 
of time, the notes of any of the banks of that State. 

The time appointed by the Receivers of the Farmers’ and 
Mechanics’ Bank of New-Brunswick, N. J., for the redemp- 
tion of its notes, expires on the 2ist of October. After that 
date, the notes may be worth nothing. 


NEW COUNTERFEIT. 


There is a new counterfeit in circulation, in the of 
New-York, in the shape of a €1 bill, on the Commercial 
of Albany. Ituis easily detected by the a 
tion :—Light ppearance ; principal vignette a ship 
sail, with the men reefing the sails ; State of, on one side of 
it, and New-York on the other—of Albany and Albany one 
above the other, separated by one dollar in the same sized 
letters; figure 1 very large each side of the vignette. J, 
Taylor, Cashier ; John Townsend, President. 


RATES OF EXCHANGE, 


Since our last, the rates of foreign exchange at New-York 
have risen. Even before this last rise, they were at the 
point, at which, ever since the introduction of steam pack- 
ets, many persons have deemed it more advantageous to 
ship specie, than to remit by bills. Formerly, specie did not 
begin to leave the country in large quantities, till exchange 
on England was about 11} premium. Now it begins to go 
oul, when exchange is at a fraction above 9 per cent. 


THE STATE OF TRADE. 


The Philadelphia Price Current states that trade is dull 
for this season of the year. One reason Eee for this is, 
that owners of domestic produce, are holding it back for 
higher prices. Perhaps they will not obtain them. For 
some time afler we commenced this publication, we found 
that a gradual rise was taking place in the prices of most 
articles of domestic origin. We could account for it no 
other way, than by supposing that our paper currency was 
silently but gradually expanding. A rise in the rates of 
foreign exchange, and an exportation of specie, were the 
necessary consequences. And, when these occur, a fall of 
prices throughout the specie paying region, is inevitable. 


THE STOCK MARKET. 


What a broker would call a fair emount of business is 
doing at the stock exchanges of New-York and Philadelphia ; 
but prices generally continne to recede. Pennsylvania State 
5 per cents have been sold at 75, which is lower than they 
ever were before. 

The United States Government is in the market, trying 
to borrow two million dollars. It offers 6 per cent. interest; 
but capitalists will not lend even at that high rate. 

The failure of some of the States punctually to pay the in- 
terest on their bonds, and other transactions connected with 
State debts, have had an ill effect in foreign markets on the 
credit of the United States Government. Europeans find it 
difficult to distinguish between the States in their separate 
capacity, and the States in their collective capacity. 


Return of Treasury Notes on October 1, as compared with Sep- 
tember 1, and August 1, 1841. 


Amount of treasury notes 
issued under the provi- 
sions of acts of Congress 
of 12th Oct. 1837,May 12, Aug.1.  Sept.1. Oct. 1. 
1838, and March 2, 1839-40,$26,681,337 26,681,337 26,681,337 


Of this amount has been 
redeemed, 23,823,667 24,864,363 24,902,995 
1,778,412 


Total outstanding old issues, $2,857,670 1,816,974 

Issues under act Feb. 15, 1841, 5,646,932 5,646.9. 5,646,932 

Redeemed of that issue, 199,266 199,266 352,320 
5,294,612 


$5,447,666 5,447,666 
8,305,336 7,264,660 7,073,024 


| Grand total outstanding, 


|. The chapter on “the convertibility of bank medium,” 
begun in our seventh number, is concluded on the next 
e. 









































_ The practice of the banks is to make pro- 
_ yision for those demands only which it is 
probable will be made upon them, which 
provision is seldom for more than one-fifth 
of the amount of their actual engagements to 
pay on demand. It is very easy for the di- 
rectors to make a mistake in their estimate 
of probabilities. Events which they could 
mot foresee may occur, and circumstances 
dey cannot control. It is not always easy 
to say where the line of safety should be 
drawn; and the directors are at all times 
tempted to transcend it, from the desire of 
making large dividends, and raising the price 
of their stock in the market. Sudden changes 
in the political and commercial world, may 
render the best conducted banks unable to 
comply with their engagements, fhough they 
y have in store double the amount of 
‘Specie, which would, in other times, be ne- 
“cessary to support their credit. 
_ On a certain day in 1819, there were but 
eighty thousand dollars between us and uni- 
versal bankruptey. This was the whole 
ay of specie in the United States Bank 
at Philadelphia; and if that had been ex- 
hausted, a shock would have been given to 
bank credit, which would have caused a 
general suspension of specie payments. In 
1825, the condition of both England and the 
United States was hardly less critical. The 
failure of two or three of our principal banks 
would cause arun upon all the others. ‘They 
could then comply with but a part of their 
ements, and their inability to satisfy 
the claims of the holders of their notes and 
of depositors, would render the fulfilment of 
r money contracts impossible. The cre- 
ao which bank notes enjoy, has been called 
he suspicion lulled to sleep.’’ Events may 
awaken that suspicion, 
_ Attempts are sometimes made to show the 
rfect security of the banks, by contrasting 
amount due by them for notes in circula- 
n and for deposits, with the amount fall- 
g due to them every sixty or ninety days 
= account of mercantile paper discounted 
‘them. But such calculations, even when 
rest on indisputable data, prove only 
a ultimate solvency of a bank. The 
mount due by the bank, on account of de- 
its, and on account of notes in circula- 
n, may all be legally demanded in one day ; 
. et »in one hour. A greater amount may 


differe t times, and the extremes of the term 
a . sixty or ninety days apart. ‘The indi- 
viduals who owe this money to the bank 
rich men: but their ability to pay, 


OF THE AMERICAN BANKING SYSTEM. 


within the time agreed upon, depends on the 
credit of bank paper being maintained. Let 
the depositors suddenly withdraw but one- 
half the amount of specie ordinarily retained 
by the banks, and the credit of bank notes 
necessarily falls. A portion of the debts due 
to the banks may be paid in this depreciated 
paper; but the banks will not have the 
means of satisfying all their creditors. ‘There 
being little specie in the country, the collec- 
tion of debts due by individuals to individuals, 

would be suspended, if bank paper should 
suddenly lose its credit. 

The danger of such an event may not be 
very imminent ; but it is sufficient to show 
that the stability of bank medium depends 
on contingencies which, as they cannot al- 
ways be foreseen, cannot always be guarded 
against. What was called “a panic” in 
England, in 1825, broke up a number of pri- 
vate bankers who were perfectly solvent, and 


- Was near proving destructive to the whole 


system. 

So long as bank paper is ‘* convertible,” 
more than a certain amount cannot be kept 
in circulation for a long time without under- 
going a sensible depreciation. Hence ‘ con- 
vertibility”’ fixes a limit which bank issues 
cannot pass. By carefully watching one 
another, by attending to the course of for- 
eign exchanges, and by guarding against a 
drain of specie, the banks may, in ordinary 
times, maintain the ‘* convertibility” of their 
paper; but the history of banking, both in 
England and the United States, since the re- 
sumption of specie payments, shows that this 
‘‘ convertibility”? cannot give to bank medium 
that stability which is essential to a sound 
money system. 

In the means by which * convertibility”’ is 
maintained, we have an abundant source of 
evils. Itis by one bank pressing on ano- 
ther, and thereby forcing the debtor bank to 
press on its customers. When there is a 
foreign demand for specie, the ‘ converti- 
bility” of bank medium is maintained by a 
general pressure on the community. 

Lord Liverpool, in a debate in the British 
House of Peers, in February, 1826, placed 
the doctrine of convertibility in its true light. 
‘The doctrine,’ he said, ‘‘ maintained by 
some noble lords, that nothing was better 
than a paper circulation convertible into gold, 
is true to this extent—that if convertible in- 
to coin, the evil would cure itself, whilst one 
not convertible would lead to nothing but 
ruin. But how is the cure to be operated? 
By the downfall of thousands and hundreds 
of thousands, and the convulsion of all kinds 
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of property. It is true that the evil carries 
its own cure, but with such terrible conse- 
quences that the cure is worse than the evil.”’ 





CHAPTER XIV. 
Of the ** Elasticity”? of Bank Medium. 


“Tue value of bank medium,” says a 
writer on this subject, ‘‘ consists in its elas- 
ticity—in its power of alternate expansion 
and contraction to suit the wants of the com- 
munity. In truth, the merit of a bank is 
nearly in proportion to the flexibility of its 
means.”’ 

Most unfortunately for this argument, 
when the demand for money is greatest, the 
banks are compelled to contract their issues. 
When the natural demand is least, they are 


able to expand most. ‘These * alternate con- - 


tractions and expansions’’ do not, therefore, 
**suit the wants of the community.”" 

Nor is it a regard to **the wants of the 
community”’ that regulates these ‘“ alternate 
expansions and contractions.” It is a sim- 
ple regard to their own profits that induces 
the banks to expand their issues. In con- 
tractions, the banks have regard to little but 
their own safety. 

Every thing is not, indeed, left to the arbi- 
trary decision of the directors. The natu- 
ral and political causes that affect trade, affect 
also their operations. 

If wars, or other political operations, cause 
a flow of specie to a particular point, the 
banks are immediately compelled to reduce 
their issues of paper. As a demand on the 
banks for a million of specie usually causes 
them to reduce their accommodations to the 
amount of four millions, the pressure on the 
community is four times as great as it would 
be if the foreign demand operated singly. 

A rise in the price of our staples in for- 
eign markets enables the banks immediately 
to expand their issues. The spirit of specu- 
lation is then excited, and the banks supply 
it with aliment. Hence, immediately after 
news of a rise in the price of flour and cot- 
ton, in foreign markets, these articles rise so 
high at home that they cannot be exported 
and sold at a profit abroad. The original 
holders gain something by selling their stock 
to the speculators. ‘The price is raised on 
the domestic consumer; but very little is 
added to the wealth of the nation, for the 
rise of price at home causes little to be ex- 
ported. 
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To enumerate all the causes that affect ex- 
pansions and contractions of bank issues, 
would be to enumerate all the causes, imme- 
diate or remote, that affect trade, or affect the 
confidence man has in man. Any thing that 
excites the spirit of enterprise, has a tenden- 
% to increase the amount of bank issues. 

hatever damps the spirit of enterprise or 
of speculation, has a tendency to reduce the 
amount of bank issues. As the wild spirit 
of speculation has in most cases its origin, 
and in all, its aliment, in banking transac- 
tions, these various causes operate in a cirele. 
The banks, by expanding their issues, give 
aliment to the wild spirit of speculation when 
it begins; and by their contractions, they 
aggravate the evils of the natural reaction. 

One of the principal inducements for pre- 
ferring the precious metals as the material 
for money, is the want of this very “ elas- 
ticity” or ‘flexibility’? which the writer 
above quoted declares is the principal excel- 
lence of bank medium. ‘The mere desire of 
one man to have money, and of another to 
gratify that desire that he may make a profit 
by it himself, will not increase the supply of 
the precious metals. ‘The spirit of wild 
speculation, therefore, in solid money coun- 
tries, wants that aliment which is so readily 
afforded to it in our own. The production 
of gold and silver requires an expenditure of 
labor equal to that which must be expended 
in the production of those articles which 
gold and silver can procure. ‘The supply is 
regulated by natural causes which are as 
powerful as those which regulate the de- 
mand. 

When an addition is made to the stock of 
gold and silver in a solid money country, it 
does not immediately affect prices. Itusual- 
ly comes in the shape of bullion or foreign 
coin. The importer considers whether a 
profit may not be acquired by shipping it to 
some foreign country. If he decides on re- 
taining it, part of it is probably wrought up 
into plate or jewelry. If he sends it to the 
mint, some time must elapse before it can be 
converted into coin. After it is converted 
into coin, he may not choose to put it imme- 
diately into circulation. He may make it a 
part of his reserved stock, and wait for 
months, perhaps, for an opportunity for mak- 
ing advantageous purchases. If he can make 
no advantageous purchases at home, he sends 
the money abroad. ‘Thus while there are 
powerful causes in operation throughout the 
commercial world, which make the demand 
and supply of silver and gold to yary in only 
an imperceptible degree, from year to year, 
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there are particular causes operating, which 
make the supply in all solid money coun- 
tries, just equal to the effective demand, and 
thereby truly ‘‘ to suit the wants of the com- 
munity.” 

In such countries, when the spirit of en- 
terprise is awakened by fair prospects of a 
profitable trade, no sudden plentifulness of 
money follows to convert the spirit of enter- 
prise into a spirit of wild speculation. 

If the enterprises prove unsuccessful, the 
evil is not aggravated by an artificial scarcity 
of money. 

If wars, or other political operations, create 
a demand for specie, the pressure ‘is only 
equal to the foreign demand—not fourfold, as 
with us. 

If there isa rise abroad in the prices of 
the staples of a solid money country, no sud- 
den increase of currency raises prices so high 
as to make the exportation a losing business. 

Such are the advantages of an ‘* inflexible”’ 
and ‘‘non-elastic’’ money. 


CHAPTER XV. 


Is Paper Money Cheaper than Specie? 


Tne events of the last thirty years, have 
created a suspicion in most men’s minds, 
that there is something not exactly right in 
our banking system. Indeed, the very head 
of the system, the President of the United 
States Bank, seems at times half a skeptic as 
to its utility. He acknowledges that it is 

with great danger; but then he says, 
* the substitution of credit for coin, enables 
the nation to make its exchanges with less 
coin, and of course saves the expense of that 
coin.” 

Mr. Gallatin, who is now President of the 
National Bank at New York, goes still far- 
ther. ‘The substitution of a paper curren- 
ey for the precious metals, does not,’’ he 
Says, ‘ appear to be attended with any other 
substantial advantage than cheapness.” 

_ Bank notes, it must be confessed, come 
very cheap to those who issue them. But to 
those who receive them, bank notes come as 
dear as gold and silver. The farmer must 
give as much of the product of his labor fora 
| dollar as for a silver dollar. 
It is alledged by some, that ‘‘bank notes 
rease the aggregate capital of the com- 


ee: since they cause silver, which pro- 
‘duces nothing, to be exchanged abroad for 
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commodities useful in the arts, or for house- 
hold consumption.” 

But it is not true that silver money pro- 
duces nothing. It is as productive as any 
other labor-saving machine. Its uses in 
commerce are as great as those of the steam- 
engine in manufactures. 

Neither is it true that the aggregate capi- 
tal of the country is increased, when silver 
coin is displaced by bank notes. A mere 
exchange is made of one kind of capital for 
another. The precious metals are exported, 
and laces, wines, silks, satins, and ostrich 
feathers are received in return. A nation 
that carries its consumption of foreign luxu- 
ries so far as to leave itself without a suita- 
ble medium for domestic exchanges, may be 
compared to a mechanic who barters the 
tools of his trade for the enjoyments of the 
ale-house. Money is the tool of all trades. 

But on the supposition most favorable to 
the friends of the banking system, what sum 
is gained by the nation by the substitution 
of paper for specie ? 

According to the calculation of Mr. Gal- 
latin, the currency of the country consisted, 
on the Ist of January, 1830, of about ten 
millions of dollars in specie, in the hands of 
the people, of fifty-four millions of bank 
notes, and fifty-five millions of bank credits; 
making a total of one hundred and nine mil- 
lions of bank medium, for the support of 
which the banks keep twenty-two millions 
of specie dead in their vaults. 

Now, supposing bank medium to fall into 
disuse, these twenty-two millions of specie 
would be set free, and eighty-seven millions 
more would be required to bring up our cur- 
rency to its present amount. What is this, 
when compared with the whole capital of the 
country, which is estimated by Mr. Lee, of 
Boston, at ten thousand millions of dollars, 
and by two other able economists, at twelve 
thousand millions. What is it, even when 
compared with the aggregate of incomes, 
which, according to Mr. Niles and Mr. E. 
Everett, is one thousand millions a year? 

It should be recollected, that on the sup- 
position of something being gained by the 
nation, by the use of paper money, the say- 
ing is once for all, and the annual gain is no 
more than the interest on the amount of me- 
dium. Now, the interest on eighty-seven 
millions, at six per cent., divided among the 
individuals who constitute our nation, is about 
forty cents apiece ! 

Is it wise, for so trifling a gain, to derange 


all our moneyed operations ? 
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But if the inquiry be pushed further, it 
will be found that nothing is gained by the 
nation, (we do not say that nothing is gained 
by certain persons,) even on the supposition 
most favorable to the banks. 

For a specie medium, but one mint would 
be necessary. ‘To maintain a paper me- 
dium, we have from three to four hundred 
paper mints. ‘The expenses of these mints 
press heavily on the people. The expenses 
of the Bank of the United States and _ its 
offices, are about five hundred thousand dol- 
lars a year. 

According to Adam Smith, three millions 
of people, in the countries now forming the 
United States, were governed, and well go- 
verned, before the revolution, at an expense 
not exceeding three hundred and fifty thou- 
sand dollars a year. 

The labors of the American people for a 
few weeks would purchase them a sufficiency 
of metallic medium, which would not re- 
quire renewal for a hundred years. To sup- 
port our paper medium, we are frequently 
obliged to purchase specie abroad, at a dis- 
advantage. As there is no profit on paper 
money, except by keeping down the amount 
- of specie in the vaults of the banks, the pre- 
cious metals are frequently exported and sold 
at a loss. 

The cheapness or dearness of an instru- 
ment, is to be estimated by the annual ex- 
pense to which it puts us, in addition to its 
original cost, and by the manner in which it 
serves the uses intended. Bank medium 
is a machine whiclf requires continual watch- 
ing, which is always getting out of order, 
which requires frequent and expensive re- 
pairs, and which, after all, performs its work 
badly. 

Men have passed from one extreme to the 
other. A hundred years ago, the chief fea- 
ture in the commercial policy of nations, 
was the amassing of gold and silver, as a 
kind of wealth par excellence. Now, he is 
the wisest statesman, who is most success- 
ful in driving the precious metals from a 
country. 

In their attempts ‘‘ to economize specie,” 
as they call their absurd and nefarious policy, 
they seem to be forgetful of economy in 
every thingelse. Correct measures of value, 
it must be confessed, cost something. So, 
likewise, do correct measures of weight and 
of capacity. A metallic medium cannot be 
obtained without paying for it; but whatever 
it may cost, it is well worth its cost. Our 
roads and our canals, which are, like money, 


Se ee ee 
JOIFe0 BY h =e 
— bn | bd ee F 


AN INQUIRY INTO THE PRINCIPLES 


instruments for facilitating exchanges, cost 
immense sums. So, also, do our ships, and 
our manufacturing machinery. 

Among labor-saving machines, gold and 
silver coin are entitled to the first place. In 
no way can a nation invest a portion of its 
capital more profitably, than in a sound cir- 
culating medium. It will return its original 
cost a hundred fold. Without such a me- 
dium, it is impossible for contracts to be com- 
plied with in equity, or for productive indus- 
try to exert all its energies. 


CHAPTER XVI. 
Of the Tax paid by the People to the Banks. 


Tue thirty-one chartered banks of Penn- 
sylvania had, in November, 1829, according 
to the statement of Mr. Gallatin, a nominal 
capital of twelve million and thirty-two thou- 
sand dollars. One million three hundred and 
ten thousand dollars of this amount were in- 
vested in real estate, and four million six 
hundred and twenty thousand in stocks of 
various descriptions, leaving the banks six 
million one hundred and two thousand toem- 
ploy in discounting notes.* From the five 
million nine hundred and thirty thousand 
dollars, invested in stocks and real estate, it 
is to be presumed they derive as much ad- 
vantage as private persons derive from simi- 
lar investments. With the remaining six 
million one hundred and two thousand, they 
discount notes to the amount of seventeen 
million five hundred and twenty-six thou- 
sand. On this amount they draw interest at 
6 4-10 per cent., for the usage of the banks 
is to charge sixty-four days’ interest on loans 
for sixty-three days, and to take the interest 
in advance. 

The revenue which private capitalists 
would derive from lending six million one 
hundred and two thousand dollars at the le- 
gal rate of six per cent., would be three hun- 
dred and sixty-six thousand one hundred and 
twenty dollars per annum. ‘The revenue 
which the banks derive from the manage- 
ment of this amount, is one million one hun- 
dred and twenty-one thousand six hundred 
and sixty-four dollars, 


* Some corrections might be made in Mr. Gallatin’s esti- 
mates, but we take them as we find them, they being accu- 
rate enough for the illustration of principles, which is our 
only object in introducing them. Algebraic signs would, if 
they were generally understood, serve the purposes of illus- 
tration as well as the most correct estimates. 
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PAPER CURRENCY IN TARTARY. 
M. Polo, a Venitian, who travelled in the 


interior of Asia, in 1266, gives the following ac- 
count of the paper currency of Tartary. 


“In the city of Kanhalu, is the mint of the 
grand Khan, who may truly be said to possess 
the secret of the alchymist, as he has the art of 
producing money by the eng process :—He 
causes the bark to be stripped from those mul- 
berry-trees, the leaves of which are used for 
feeding silk-worms, and takes from it that thin 
inner rind which lies between the coarser bark 
and the wood of the tree. This being steeped and 
afterwards pounded in a mortar, until reduced 
to a pulp, is made into paper, resembling in sub- 
stance that which is manufactured from cotton, 
but quite black. When ready for use, he has it 
cut into pieces of money of different sizes, nearly 
square, but somewhat longer than they are wide. 
Of these the smallest pass for a denier tournois ; 
the next in size, for a Venitian silver groat; 
others, for two, five, and ten groats; others, for 
one, two, three, and as far as ten besants of gold. 
The coinage of this paper money is authenticated 
with as much form and ceremony as if it were 
actually of pur® gold or silver, for to such a note 
a number of officers, specially appointed, not only 
subscribe their names, but affix their signet also; 
and when this has been regularly done by the 
whole of them, the principal officer, deputed by his 
majesty, having dipped into vermillion the royal 
sent committed to his custody, stamps with it the 
piece of paper, so that the form of the seal, tinged 
with the vermillion, remains impressed upon it; 
by which it receives full authenticity as current 
money, and the act of counterfeiting it is pun- 
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ished as a capital offence. When thus coined in 
large quantities, this paper currency is circulated 
in every part of his majesty’s dominions; nor dare 
any person, at the peril of his life, refuse it in 
payment. All his subjects receive it without hesi- 
tation, because, wherever their business may call 
them, they can dispose of it again in the purchase 
of merchandize they may have occasion for—such 
as pearls, jewels, gold, or silver. With it, in short, 
every article may be procured.” 


The only material difference, says an English 
writer, between the paper systems of Tartary and 
England, appears to be in the process of making 

per. In Tartary, the Khan causes the trees to 

stripped of their bark, and converts the rind in- 
topaper; in England, it is the custom of the 
Chancellor of the Exchequer to strip the people, 
and the banks turn their rags into notes. 


PAPER MONEY OF SPAIN. 


The veracious Spanish historian, so often quoted 
by Irving in his Conquest of Grenada, Fray An- 
tonio Agapida, relates that the Count de 'Tendilla, 
while besieged by the Moors in the fortress of 
Aljhama, was destitute of gold and silver where- 
with to pay his soldiers, who began to murmur, 
seeing they had not the means of purchasing the 
necessaries from the people of the town. “In 
this dilemma,” says the historian, “ what does this 
most sagacious commander? He takes me a 
number of little morsels of paper, on which he in- 
scribes various sums large and small, and signs 
me them with his own hand and name. These 
did he give to the soldiery in earnest of their pay. 
How, you will say, are soldiers to be paid with 
scraps of paper? -Even so, I answer, and well 
paid too, as I will presently make manifest, for the 

Count issued a proclamation, ordering the 
inhabitants to take these morsels of papers for the 
full amount thereon inscribed, threatening severe 
punishment to those who refused, and promising 
to redeem them at a future time with silver and 
gold. Thus by a subtle and most miraculous 
alchymy, did this Catholic cavalier turn worthless 
paper into precious gold, and make his late im- 
poverished garrison abound in money.” Irving 
adds, that “the Count de Tendilla, redeemed his 
promises like a royal knight, and this miracle, as 
it appeared in the eyes of Fray Antonio Agapida, 
is the first instance on record of paper money, 
which has since inundated the civilized world 
wan unbounded opulence.” This happened in 


It is something of a question at this day, whe- 
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ther we ought to be obliged to the Count for his 
ingenious invention or not, as it is not always easy 
to turn these morsels of paper into ready coin. 


CONSTITUTIONAL FISCAL AGENCY. 


Against the fiscal system which was proposed 
by A Member of Congress, through The Madi- 
sonian, and copied by us into our seventh num- 
ber, we have seen the following objections in the 
public prints, or heard them brought forward in 
private conversation. . 

Ist. “ The plan does not embrace a credit cur- 
rency.”—This is, in our view, one of its chief 
merits. Credit is an excellent thing in every 
form except that of credit money. Then it be- 
comes highly pernicious. 

2nd. “It will crush the banks.”—This is al- 
ways the cry when any thing is proposed that is 
likely to give stability to our money system. But 
it is not true that it would crush the banks. The 
Government certificates of specie in deposit in 
the Treasury offices, would be of as much avail 
to the banks as specie in their own vaults. 

3rd. “The money deposited would be liable to 
be lent clandestinely, as was the money deposited 
in the old Bank of Amsterdam. Then taxation 
must be resorted to in order to make good the de- 
ficiency.” 

The answer to this, is, that the losses that the 
old Bank of Amsterdam sustained, were owing to 
its operations being carried on with secrecy, as 
are to the present day the operations of the Banks 
of Hamburg and Bremen. Secrecy is one of the 
principles of European polity: pubdicity of Ameri- 
can. With an adequate system of inspection, it 
would be almost impossible that losses should oc- 
cur through clandestine loans of the money. 

4th. “The Treasury officers would issue cer- 
tificates when there would be no money deposited 
with them.” This is a fraud which might be 
easily perpetrated under a system of individual 
agency. But the system proposed by A Member 
of Congress is one of joint responsibility. At 
each office he proposes that there shall be three 
officers, whose duty it shall be to watch one ano- 
ther. The three must combine to effect a fraud 
of this kind, and the authorities at Washington 
must connive at it. The blank certificates of de- 
posit, would be prepared at the Treasury at Wash- 
ington, and the officers of the subordinate offices 
would be held as strictly accountable for these 
certificates, as they would for the money deposited 
with them. 
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Sth. “The plan is unconstitutional.” Then 
the Government has acted unconstitutionally in 
acting as trustee for the Smithsonian Institute, 
and as trustee for the funds belonging to the dif- 
ferent Indian tribes. If the plan proposed by A 
Member of Congress should be adopted, the Go- 
vernment would be a mere trustee of the funds 
deposited in its offices, and the certificates would 
be mere evidences of its trusteeship. 


6th. “The people are quite competent to the 
task of keeping their own money.”? Certainly. | 
But it would be a great convenience to many of 
the people, to have a place wherein they could 
deposit their specie, with an assurance that it 
would neither be lent nor used; receiving a cer- 
tificate with which they could draw their money 
out again, or, pay a debt due to Government in — 
any part of the Union. 

With all our objections to eredit money, we 
have always thought there would be a great con- 
venience in paper which would represent gold 
and silver actually in deposit. And with all our 
objections to incorporatedspaper money banks, we 
have always thought that hard moncy banks 
would be highly useful. 


In such times as we have now, and such times — 
as we are likely to have, certificates which would 
represent gold and silver actually in deposit, and 
which would be receivable every where in pay- 
ment of public dues, would be productive of much 
advantage. The high rate of exchange which 
now prevails between different parts of the Union, 
is not solely owing to the banks having suspended 
payments. It is owing in part to confidence be- 
tween man and man having been so shaken, that 
no one knows whom it is safe to trust. When 
the bankrupt law begins to operate, confidence 
will, in all probability, be still further shaken. 

In all events, we should like to see a plan 
adopted, through which individuals having pay- 
ments to make to Government, might be allowed 
to make these payments at points convenient both ~ 
to Government and themselves. Where is the 
sense of compelling an emigrant who lands at 
Detroit or St. Louis, to carry his money with him 
to a land office some hundred miles in the interior, 
when that very money must be brought back to 
St. Louis or Detroit before it can be applied to 
the public service? Where even is the sense of 
compelling him to carry it beyond New York or 
Philadelphia? Why not suffer him to deposit his 
money in some public office in one of the Atlantic 
cities, and with the certificates pay for the land 
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he may purchase? For want of an arrangement 
of this kind, many emigrants are now exposed to 
great inconvenience. Some of them sew their 
gold in girdles, which they fasten round their bo- 
dies, under their clothes, and in this way travel 
between one and two thousanti miles. In a late 
steamboat disaster on Lake Erie, about 180,000 
dollars in specie, principally the property of emi- 
grants, went to the bottom. Few ofthe bodies of 
the Swiss women passengers rose to the surface, 
owing to the quantity of specie that was sewed in 
their clothing. 

We allude to this case, only as a strong evi- 
dence of the practice which prevails among emi- 
grants, and of the great inconvenience to which 
they are subjected, from the want of some such 


arrangement as is proposed by A Member of Con- 


gress. 


“UNITED STATES DEPOSIT AND EX- 
CHANGE REGULATOR.” 


When the Reverend John Wesley and Father 
O'Leary were engaged in an amicable discussion 
of the tenets of their respective churches, Mr. 
Wesley objected to the doctrine of purgatory. 
“You may go further and fare worse,” said Fa- 
ther O'Leary. So we say to those hard money 
men who are so very stiffnecked, that they are 
unwilling to sanction the use of paper, even 
though it may be the representative of gold and 
silver actually in deposit. — 

“ You may go further and fare worse.” Presi- 
dent Tyler is not a paper money man; or, if he 
is, he is not what he used to be. But a majority 
of the present Congress are paper money men, as 
has been proved by their votes on more than one 
occasion. The President wishes to satisfy them, 





if he can, without compromising principles, and 


if paper which will be the representative of gold 
and silver actually in deposit, will give them 
satisfaction, by all means let them have it. 
_ “We may go further and fare worse.” A late 
number of The Madisonien contains a plan for 
an institution to be called “The United States 
Deposit and Exchange Regulator,” which we re- 
gard as much worse. An outline of it follows: 
Ist. The Exchange Regulator to be at Wash- 


ington, with branches wherever public or private 
convenience may require them. 


2nd. The said Regulator and its branches to be 
provided with “ten or fifteen millions of paper 
for issue, in suitable sums, but of not less denomi- 
nation than $21.” “If it was ten timesas much,” 
says the author of the scheme, “ used as 1 would 
have it, it could do no harm.” 
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3rd. The said paper never to be paid out by 
any branch, but aber said branch ae id 
out all the notes of specie paying banks which it 
may have received, and all its specie. ne 

Ath, It is to be “ obligatory on all [the branches] 
whenever specie, or current bills of specie paying 
banks in the vicinity are tendered, and a draft on 
any other branch desired, to draw said draft, 
charging such premium as Congress shall affix; 
but this never to exceed the cost of transporting 
specie.” 

5th. Bills of exchange are to be purchased, but 
only for the purpose of settling balances between 
the branches, and then only when the premium 
on them is less than, or not more than the ordi- 
nary cost of transporting specie. 

6th. In other cases, the balances between the 
branches to be settled by the transportation of 
specie. 

Such, as we understand it, is the scheme—a 
scheme for a National Bank of a peculiar charac- 
ter. Unlike former National Banks, it is to be 
founded exclusively on the credit and resources 
of the Government ; but like them it is to issue a 
credit currency. ‘The projector proposes to be- 
gin with 10 or 15 millions, and sees no objection 
to increasing the amount to 150 millions. A cre- 
dit currency it will be, indeed, for as the branches 
are not to begin to issue notes, till after their 
vaults and tills shall be exhausted of specie and 
the notes of specie paying banks, such notes can- 
not be said to rest on even a specie basis. ‘They 
would have nothing but the credit of the United 
States to support them. 

Hitherto, the Government has received bank 
notes in payment of public dues only. If this 
plan should be adopted, it must receive them to an 
extent sufficient to cover an immense amount of 
exchange transactions, whereby its risk of loss 
from bank failures and suspension of specie pay- 
ments, would be greatly increased. 

It seems to us that the whole scheme is found- 
ed on erroneous views of the functions of Govern- 
ment. The regulation of weights and measures 
is among the attributes of sovereignty ; but not 
the regulation of the rates of exchange, or the 
prices of commodities. Let the weights and 
measures of a country, including therein its 
measures of value, be first properly adjusted, and 
free competition will fix the prices of bills of ex- 
change and of all other commodities, better than 
can be done by any direct action of Government. 

Where the banks pay specie, this “ Exchange 
Regulator” is not wanted. Exchanges are there 
already reduced to the lowest possible rate. Thus, 
between New York and Boston, they vary from 
4 to} per cent. Where the banks do not pay 
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specie, this “ Exchange Regulator” will be of no 
use. The branches are to receive only specie, 
and the notes of specie paying banks. To obtain 
these, the people will have to sell the notes of the 
Jocal banks at a discount, which, with the pre- 


_ mium they would have to pay to the branches of 


the “Regulator,” would bring exchanges, as 
measured in depreciated paper to as high a rate 
as at present. 

Even in the region of suspended bank paper, 
bills of exchange can be purchased for specie, at 
a@ premium not exceeding the cust of transporting 
gold and silver to the place where the bills are 
payable. Sometimes they can be purchased for 
less. This point we cannot better elucidate than 
by an extract from the able speech which Mr. 
Shields, of Alabama, delivered in the House of 
Representatives on the 7th August last. 

“The exchanges between any two points—as, 
for instance, between Mobile and New York— 
may be entirely equal, whilst the local currencies 
of the two places may be greatly unequal in 
value, and when exchanged one for the other, 
would exhibit that inequality in a striking man- 
ner, as do the local currencies most generally 
throughout the Union at this time. During the 
last winter, the notes of the Bank of Mobile, and 
of the Planters’ and Merchants’ Bank, (both specie 
paying banks,) at Mobile, bought checks and bills 
of exchange on New York at par, or within a 
fraction of par; whilst, at the same time, the 
notes of a non-specie paying bank in another 
street in the same city, (to-wit, the branch bank 
at Mobile,) with a capital paid in of four million 
dollars, could not buy a check or bill on New 
York short of a premium of ten or twelve per 
cent.” 

This short paragraph at once reveals the secret 
of the derangement of exchanges, and the true 
remedy. The cause of the derangement is to be 
found in the suspension of specie payments by the 
banks. The remedy is to be found in a resumption 
of specie payments. For this, we must look to 
the State Governments. The United States Go- 
vernment is herein nearly powerless. 


“THE MACON SPECIFIC.” 


Of this we liave given an account in some pre- 
vious numbers of our Journal. It consists simply 
in fixing a specie price on goods, and then, if de- 
preciated notes are offered in payment, receiving 
them at the discount they bear in the market. It 
is said to work wonders wherever it is adopted. 
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RESUMPTION OF SPECIE PAYMEN'IS. 
Throughout the country there appears to be a 


strong wish for the speedy resumption of specie 
payments. 


The easiest way of effecting this object, would 
probably be by making it the interest of the banks 
to resume. Deprive them of the power of mak- 
ing dividends, and of making loans to any of their 
officers or stockholders, while in a state of suspen-_. 
sion, and all such of them as are solvent, will, 
without any unreasonable delay, find ways and 
means of fulfilling their obligations to the pub- 
lic. 


WINDING UP OF BANKS. 


Many of the present banking institutions exist. 
only for the benefit of the officers, If the stock- 
holders consulted their own interest, they would 
wind them up immediately. On this subject, we 
extract the following remarks from the Charles- 
ton (8. C.) Patriot. 


“The suggestion has been made in some of 
the Northern Journals, that the stockholders of 
the banks throughout the country, which are pro- 
tracting a sickly existence, owe it as veal to 
themselves as to the public to wind up the affairs 
of these institutions, and divide their capitals, be- 
fore they become further reduced. The effort to 
peciong their fate of dissolution, which is inevita- 

le with many of them, only obstructs the restora- 
tion of a healthy condition in the monetary affairs 
of the country. Those whose influence and in- 
come depend on the continuance of bank charters, 
cling to them, of course, with a tenacity propor- 
tionate to their certain loss of both, if they were 
compelled to wind up these concerns. But the 
shareholders should throw off that fatal apath 
which has involved so many of them in ruin. It 
was owing to this supineness that misfortune has 
fallen so heavily on the stockholders of the late 
United States Bank. 


If the managers of that establishment had been 
called to account when it was discovered the 
were engaged in mercantile speculations with 
the funds of the institution, thousands would have 
been saved, and much misery avoided. But 
blinded by a delusive personal confidence, they 
did, what very many of the stockholders of the 
local banks are now doing, where these establish- 
ments are in a state of suspension, allow what is 
not permitted in any other large pecuniary trusts, 
the trusteeship to go on, from day to day, and ~ 
month to month, without scrutiny or examina- 
tion. Until there is sufficient mural courage in 
the shareholders to exert their power, losses will 
continue to increase, under the immunity the 
conductors of bauks enjoy from investigation, un- 
til the whole banking system falls into undis- 
tinguishable ruin. 
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EXTRACTS FROM THE PRIVATE DIARY 
OF A CERTAIN BANK DIRECTOR. 


No. V. 


Tuesday.—Could not help laughing, in spite 
of myself, at the humor of a wag of a Loco-Foco 
from the country. I had bargained with him for 
five tons of hay to feed my carriage horses, and 
offered him bank notes in payment. Loco-Foco 
very deliberately took from his pocket book a note 

romising to pay me five tons of hay, and ordered 
his er to drive off. “Now,” said he, “we 
are quits. You have given me promises to pay 
silver,and I have given you @ promise to pay 
hay. Nothing can be fairer than promise against 
mise.” e rascal's drollery diverted me so 
much that I paid him at once in gold. 


That old father to whom I sometime ago sold 
some of the best stocks in the market, came to 
me in great distress, complaining that the stocks 
were utterly worthless, and that he was now left 
not only without property, but with a load of debts 
which he ak never be able to discharge. 
Cheered him up as well as I could. Told him 
that this country was a find field for enterprise, 
and that so far from repining, he ought to bless 
his stars, that in his long life of seventy-five 

ears he had never failed before. What other 
iness man, I asked him, in the whole circle of 
his acquaintance, could say as much? I myself 
had failed not less than three times, but on no one 
of those occasions did I become disheartened. It 
was true, indeed, that I always made such pre- 
vious arrangements that my family were sensible 
of no change in their mode of living. I wasdul 
impressed with the truth that “he who provide 
not for his family, hath denied the faith, and is 
worse than an infidel.” Not willing to sink my- 
self to a level with the wretched, infidel Loco- 
Focos, I always, before stopping payment, set my 
house in order, by securing to my wife, or infant 
daughter, a coach and country-seat, and such other 
little comforts and conveniences, as the usages of 
good society render indispensable. I did not, 
wever, mention this to old father, for fear he 
should think I was reflecting on his want of Chris- 
tian prudence in not having done likewise. We 
cannot be too delicate in our treatment of the 
feelings of people who are in distress, 


Wednesday.—Looking through a file of the 
National Intelligencer, I was forcibly struck with 
the following remarks by a distinguished Senator 
from Kentucky, delivered by him on the twenty- 
first of June, 1835: 


“He had denounced a military aspirant, and denounced 
him inla which he was proud to have used, when he 
had exclaimed, send us war, pestilence, and famine, rather 
than curse us witha military rule: and if he could then have 
foreseen that this execrable measure, the Sub.Treasury, 
would have been introduced by the influence which he then 
deprecated, he would then have denounced it as he did now, 
as not at al) preferable to war, pestilence, and famine, and 

not inferior to any one of them in its malign effects on 

ire and prosperity of the country.” 


‘  Exactl my opinion. Give us war rather than 


the Sub- ry bill! Neither the Senator nor 


ag. 
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myself will have any thing to do with the fight- 
ing. ‘That must all be done, as in the last war, 
and in the war of the Revolution, chiefly by the 
laboring classes: provided enough of them are left 
to do the hard work, I care not how many of them 
are killed. Besides this, a war would entail on 
the country a permanent national debt; and every 
body knows that a national debt is a national 
blessing. Funding and banking nell twin bro- 
thers, only give us a sufficient national debt, and 
our paper money institutions will live forever. 
With a large and permanent national debt, we 
might reduce the working-men of America into 
as complete subjection as their brethren in Eng- 
land. 

Give us pestilence rather than the Sub-Trea- 
sury! Yes, give us pestilence! In that event 


the Senator and myself would not be as far from - 


personal danger as in the event of war. Yet we 

might venture on the risk. Pestilence generall 

spends its violence in the hovels of the poor. It 

might be almost as. effective as war in ridding 

ae country of those wretched vermin, the Loco- 
ocos. 


Give us famine rather than the seni toe > 3 * S 
Yes, give us famine! Let what will come, the 
Senator and I will have plenty to eat. As to the 
Loco-Focos, they are pretty well used to starviag 
already, or, if they are not, it is quite time they 
should be. 

Give us war, pestilence, and famine altogether, 
rather than deprive the banks and speculators of 
the use of the public money. A war is, above 
all, specially desirable. Smart men never do so 
well as in time of war. What with army 
and navy contracts, and contracts for loans, and 
fluctuations of currency, and irregularity in the 
supply of commodities, fortunes can be made with 
rapidity in times of public hostility, and the sooner 
such times commence the better for all the Grab- 
alls and Gripe-alls and Grasp-alls in the whole 
country. 

Thursday.—Heard to-day of the defeat of the 
Sub-Treasury bill. Glorious, glorious news in- 
deed! Not that I concur in opinion with those 
who think that the passage of the bill would de- 
stroy the banks. e should still be able to levy 
a tax on the whole commerce of the country ; and 
if the Loco-Foco absurdity of compelling the 
banks to pay specie is to be persisted in, why, 
perhaps, a Constitutional Treasury would only act 
as a balance-wheel in the machine. But then it 
would curtail our stock-jobbing and land specula- 
tions. Here isthe rub. But even this is not the 
grand evil of the Sub-Treasury system. My 
grand objection to it is, that it would increase 
executive patronage. 1 know not who it was 
that first discovered that giving the President, in 
concurrence with the Senate, the power to ap- 
point some four or five Receiver Generals, and 
they, in their turn, to appoint some eight or ten 
clerks, would be conferring on the Executive 
more patronage than he would have, if he, or the 
Secretary of the Treasury under him, should 
have the selecting of some twenty-five banks, and 
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thereby the power of directly influencing their 
numerous officers, and indirectly influencing their 
thousands of stockholders and debtors, I say I 
know not who it was first made this profound dis- 
covery. But, certainly, he must be a man of un- 
common powers of mind. No one can fail to be 
comtineds of this who are = the vey that 
under the proposed system, the ‘T'reasury officers 
would be punishable as criminals if they lent or 
used a single dollar of the public money; and that 
the President himself could not touch even the 
amount of his own salary except on warrant, duly 
signed, countersigned, and registered, according 
‘ tolaw. Now, that such a system would increase 
executive patronage, is truly a wonderful disco- 
very. Tocommon minds it would seem rather 
like an increase of Executive responsibility. But 
- there are, fortunately, some uncommon minds in 
the world, and to one of these we must be in- 
debted for this discovery in political science, as 
great as the test of Franklin’s in natural 
philosophy. No doubt we shall see in time to 
whom this great honor is due; or, as they say in 
French, nous verrons. - 
Judge Johnson, of West-Quoddy Head, came 
in, but instead of crying ‘* Laus Deo” or “ Vic- 
toria,” he shook his head gravely. As a man’s 
shaking his head is a sure indication that there is 
something in it, I resolved to pump it out, and at 
length I succeeded. The Judge doubted if the 
defeat of the Sub-Treasury bill was so great a 
victory after all. Banks ought to cease to be po- 
litical machines and become commercial institu- 
tions. As such they would be useful to the com- 
munity. As at present constituted and conduct- 
ed, all the advantages derived from them accrued 
toa few. Those few were acting very impoli- 
ticly in keeping open the Sub-Treasury question. 
They ought shears suffered the bill to pass with- 
out debate. By the clamor they had raised, they 
were provoking inquiry into the genera] charac- 
teristics of the banking system, which was pre- 
cisely what the Loco-Focos desired. 


Told Judge Johnson that I feared we had made 
a blunder, but it was too late to correct it now. 


Friday.— Like well enough a victory over the 
_ Government, but do not like one of the conse- 
quences that victory brings with it. There is 
now no longer any excuse for our not resuming 
specie payments, and with the general resump- 
tion of specie payments, away go our great pro- 
fits on exchanges, and may be our cotton monopo- 
ly will go with them. By an understanding with 
certain corporations in the south-west, our bank 
and certain other banks in this quarter, have been 
doing a very snug business, Buying up Missis- 
sippi notes at a discount of thirty or forty per 
cent., then buying cotton with these notes, thus 
creating a fund for foreign exchanges, and having 
domestic exchanges completely in our power, was 
truly as pretty a mode of operating as reasonable 
men could desire. The profits were certainly 
not less than thirty per cent. per annum on the 
amount of capital invested. But our odious Govern- 
ment and the stupid people combined, are putting 
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an end to all this. And this too, after our pe 
money editors, and paper orators, and pa 
money collegians have proved as aS da! 
that “the Jess gold and silver there is im « 
country, the richer that country is’ —* that wher 


the banks suspend payment, notes are a 
tually more valuable than they were before , a } 
only appear to fall in value,”—with other truths 


ati saite oe 


equally recondite and equally well 
Saturday.—Banking and polities has 
as: e* 9 Saee commingled, that be 
pleasure and profit, [ spend my leisure in perms 
ing the newspapers. To-day I read, and wa 
much pleased with, an argument from an illus 


trious paper money man of Virginia, going 
prove that an attempt to substitute metallic for 


paper money in the United States, 
European powers a just cause of war against this 
country. e Loco-Focos say they cam ot st s 
how this could be, inasmuch as we should hones 

ly pay in cotton or other produce for such quai 

ties of the precious metals as we should take from 
Eu hey add, also, that the whole amount 
of gold and silver in the world is, according tothe 
estimates of the most able authors, equ im val 
to not less en inne et el of dolla 
and that as we should require o eighty oro 
hundred millions, in addition to our. preseeeaan 


. the 


Boa" 


bs] 
. oa 


’ 


to enable us to dispense with paper moni 
cannot see how we should give offence to fore’ 
powers by adopting this Scticg.. And, they sub- 
join, as it is by gradual means that we propose to 
introduce solid money, if European powers obje t 
to letting us have it, we can attain our end & 
detaining such amounts nal, gp and silver as will 
in the natural course of trade, flow into our cour 
try from South America. To all this, I have one ~ 
short reply. The Loco-Focos are fools. None 
are wise but the Virginia money man and 
men of his way of thinking. An attempt to sub 
stitute metallic for paper money in this cou 
would undoubtedly give European powers 
cause of war against us, though, for 
ready stated, I do not think war is to be 
cated. 

I know not to which to give the 
the illustrious paper money man from 
or his equally illustrious brother from 





lina, who has proved that the addition of five mil 
ae to our ae medium which one 
reasu stem would make Pe 
sink the} lea of cotton so low in Rana that the 
Southern planters would lose incalculable sums. 
Indeed, | must say that in profundity and com- 
prehensiveness, closeness of reasoning, and force 
of argument, the advocates of paper money in the 
United States, excel the writers and ers ¢ 
every other age, and of every other conn I 
Thawckem agrees with me perfectly in ——— 
says that the English language is or inad 
quate to the expression of the thoughts of our pa- 
per money men. Some of them might be very 
prettily rendered into Latin. But others of them 
are so completely transcendental, that nothing 
short of Greek is adequate to their just expres- 
sion, 
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PAPER MONEY IN FRANCE. 


Nations are much affected by each other’s cur- 
rency; especially such as the United States, 
Great Britain, France, and Spain, having great 
international commerce. The money of one may 
be solid, while that of another is evanescent; yet 
they affect each other’s circulation. The mone- 
tary state of this Union cannot be properly appre- 
ciated without sketches of its foreign relations, 
and the condition of circulation in the other coun- 
tries with which it exchanges. ‘The currency of 
the United States is affected by that of some other 
countries, as their commerce, manufactures and 
agriculture are. 

Want of money, caused by bad Government, 
occasioned the financial distress which engendered 
the stupendous revolution of France ; and it is in- 
credible how inconsiderable the deficit is said by 
the royalists to have been which provoked gigan- 
tic Republicanism. In the third year of its de- 
lirium, when the whole kingdom was cowed by a 
small minority of demagogues, the convulsed Go- 
yernment threw itself on the intoxicating relief 
of paper money, which soon brought the people 
to ruin and distraction. More than half the real 
estate of France, palaces, parks, forests, monas- 
teries, plantations, every thing of substantial pro- 
perty, was confiscated from the imputed mortmain 
of religious orders, princes, nobles and emigrants, 
and set up at public sales, like our wild lands in 
the United States. Forty-two milliards of as- 
signats, land cn equal to eight hundred and 
forty millions of dollars, were issued and abroad 
in desperate depreciation. The precious metals 
vanished. Government money fell to one thou- 
sand, in paper secured by its pledge and that of 
the best real estate, for one in gold or silver. 

r was worth more than public credit thus 
apparently well secured. 

American continental money, and forcible re- 
quisitions at fixed prices by martial law, savored 
offensively enough of Revolutionary violence. 
But the paper money tyranny of the French Re- 
volution, as described by Thiers’s History, was a 
great exacerbation of American despair. It was 

ed at Paris that the lazy rich contributed 
nothing to support the war. Living in luxurious 
felicity, they left the poor to shed their blood for 
the country, and ought to be compelled to contri- 
bute, at least, money to the common defence. 
All who ssed an income of more than fift 
thonsand francs a year, (ten thousand dollars, 
keep thirty thousand, but must subscribe 
the rest tothe public service. The property, real 
and personal, of such as did not comply with this 
patriotic contribution, should be seized, and sold 
at the requisition of the Revolutionary Commit- 
tees, and themselves be rded as suspicious 
persons. The shop-keepers, clerks, attorneys, 
rn and others, opposing this scheme, were 
mounced by Marat as aristocrats, conspiring 
with the rich, who ought to be arrested, and re- 
1d to the condition of sans culottes, stripped 
of wherewithal to cover their posteriors. Chau- 
mette, the common serjeant, suggested that an 
assembly should be formed, consisting of the Presi- 
dents of the Revolutionary Clubs, to meet every 


— 
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Sunday and Thursday, to take order on the dan- 
gers of the Commonwealth, and that all good citi- 
zens should be invited to join them. Finally, 
Danton, always fertile of expedients on critical 
occasions, proposed that all these sans culottes, 
members of the universal anarchy, should be paid 
a daily allowance for the time devoted to public 
service, 

The whole of the evils afflicting the Republic 
could not be known, by contemplating on y the 
five or six fields of battle on which human blood 
was flowing. The interior offered a spectacle 
quite as deplorable. Grain was always scarce 
and dear. People were fighting at the baker’s 
doors for a morsel of bread. They disputed in 
vain with the shop-keepers to make them take 
assignats for articles of the first necessity. Suf- 
fering was at its height. The people complained 
of forestallers who withheld provisions, of stock- 
jobbers who enhanced their price and discredited 
assignats by their dealing. The Government, as 
wretched as the people, had also nothing but es- 
signats to exist upon, which it was necessary to 
give in three or four times the quantity to pay the 
same services, and which it was afraid to issue, 
for fear of reducing them still lower. There was 
no knowing, therefore, how to keep either Go- 
vernment or people agoing any longer. 


Still, general production had not decreased. 
France was not wanting in grain, nor common 
products, nor manufactured articles; but their 
equal and peaceable distribution was become im- 
possible by the effects of paper money. ‘The Re- 
volution, which, while abolishing monarchy, de- 
sired nevertheless to pay its debts; which, in 
destroying the venality of offices, had engaged to 
reimburse the value of them; which, in defend- 
ing the new order of things against conspired 
Europe, was obliged to bear the expenses of a 
universal war—had the national property taken 
from the clergy and the emigrants, with which 
to make head against all demands. In order to 
put in circulation the value of this property, it had 
imagined assignats, which were the representa- 
tions of it, and which by means of purchases were 
to return to the treasury, and be burnt. But as 
the success of the Revolution, and the validity of 
these sales were doubted, the property was not 
bought. The assignats remained in circulation, 
like a bill of exchange not accepted, depreciated 
by doubt and over issue. 


Specie alone continued always the real mea- 
sure of value, and nothing injures disputed money 
like the rivalry of money which is sure and incon- 
testable. The one is withheld and refused, while 
the other is offered in abundance, and discredited 
by being offered. Such was the fate of assignats 
compared with specie. The Revolution, con- 
demned to violent measures, could not stand still. 
It had put in forced circulation the anticipated 
value of the national property. The convention 
punished with six years of close confinement, 
whoever sold specie, that is, exchanged a certain 
quantity of silver or gold eee a greater nomi- 
nal quantity of assignats. The same punishment 
was inflicted on whoever bargained for a different 
price for his goods, according as payments should 
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be made in assignats, or in specie. These means 
did not prevent such difference increasing rapid- 
ly. In June a metal franc was worth three francs 
in assignats, and in August, two months after- 
wards, a silver franc was worth six francs in as- 
signats. In this state of things, traders refused 
to give their goods for the same price as before, 
because the money they were offered had but a 
fifth or sixth of its former value. They shut them 
up, therefore, and refused them to purchasers. 
Without doubt, this decrease in value would have 
been an inconvenience of no account to the as- 
signats, if every one receiving them for only what 
they were worth, had taken and given them at 
the same rate. In that case they might always 
have performed the functions of the sign in ex- 
changes, and served for circulation like any other 
money. But capitalists, who lived on their_in- 
come, public creditors who received either an an- 
nual rent or official emoluments, were obliged to 
take paper at its nominal value. All debtors 
were anxious for acquittance, and creditors, obliged 
to take a fictitious value, got but the fourth, the 
fifth, or the sixth of their capital. Finally, work- 
ing people, always constrained to proffer their 
services, to give them to whoever would take 
them, unable to act in concert, so as to double or 
treble their pay as assignats fell in those propor- 
tions, received but part of what was necessary 
for them to get objects of need in exchange. The 
capitalists, half ruined, were discontented and 
taciturn; but the furious people called these tra- 
ders, who would not sell at the common price, 
forestallers, and required that forestallers should 
be sent to the guillotin. 

This fatal condition was the result of the crea- 
tion of assignats, as assignats were brought about 
by the necessity of paying old debts, office hold- 
ers, and a ruinous war; and for the same reason, 
the maximum was the result of assignats. It 
would have been of little importance to render 
this money compulsory, if the dealer, by raising 
his prices, could avoid the necessity of receiving 
it. It was necessary to fix a forced price of goods, 
as well as of money. As soon as the law said pa- 
per is worth six francs, it had to say such goods 
are worth only six franes, for otherwise, the deal- 
ers, by raising them to twelve, would escape the 
exchange. It was nena therefore, in spite 
of excellent reasons drawn from ordinary econo- 
my, to fix a maximum for grain. The people’s 
greatest suffering was want of bread. There was no 
want of corn; but the farmers, who would not face 
the uproar of the market, nor part with corn at the 
rate of assignats, concealed themselves with their 
produce. ‘The little grain which appeared was 
quickly carried off by the town corporations, or 
by individuals induced by fear to make provision 
of it. Dearth was felt more in Paris than any 
other city of France, because the supply of that 
immense city was more difficult, the markets 
more tumultuous, and the farmers’ fears greater. 
The convention could not help making a decree, 
by which all farmers or dealers in grain were 
obliged to declare the quantity of corn they pos- 
sessed, to thresh what was in sheaf, to bring it to 
market, and exclusively to markei, and to sell it 
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at a mean price, fixed by each town corporation, 
according abivrcice prices. Noone was to buy more 
than a month’s supply, Such as bought ata pri 
above the maximum were punished with ca- 
tion and penalties. Domiciliary visits were es- 
tablished to ascertain facts; moreover, a report 
of all the declarations was to be sent by the 
municipalities to the Minister of the Interior, 
from which to make a genera] statistical state- 
ment of the food of the whole country. The cor- 
poration of Paris, superadding its ordinances to 
the decrees of the convention, had besides reou- 
lated the distribution of bread at the bakeries. 


one could go there without a card of surety de- 


livered by the Revolutionary Committees, on 
which was inscribed the quantity of bread to be 
asked for, and that proportioned to the number of 
individuals in each family. Even the manner of 
tailing each other at the bakers’ doors was regu- 
lated. A rope was fastened to the door, which 
each one laid hold of, so as not to lose his place, 
and to prevent confusion. But mischievous wo- 
men often cut the rope—frightful tumults ensued 
and it required armed force to restore order. 
Thus we perceive to what immense troubles a 
Government is condemned, and into what vexa- 


tious measures it is drawn, whenever obliged to 


regulate ony ie In such a condition, each 
requirement begets another. Forcing the circu- 
lation of assignats led to forcing the exe 4 
to forcing prices, to forcing even the quantity, 
hour, and mode of purchases; the last resulted 
from the first, and the first was as inevitable as 
the Revolution itself. 


The dearness of food, which brought about the 
maximum, extended to every thing of the first ne- 
cessity. Meat, vegetables, fruit, groceries, light, 
fuel, drinks, clothing, shoe-leather, every thing 
grew dear as assignats depreciated ; and the 
ple continually persisted in discovering more ua 
stallers, where there were only dealers 
worthless money. By Marat’s advice they pi 
laged the grocers; and they pillaged the soap- 
boats which arrived at Paris by the Seine. The 
severest measures were demanded against traders, 
A priest stirred up a mob of priests, in order to 
get an article inserted in the Constitution against 
forestallers. There was great indignation against 
stock-jobbers, who were said to make goods dear 
by speculating in assignats, gold, silver, and for- 
eign paper. Popular imagination created mon- 
sters everywhere, and ferocious enemies, while 
there were none but greedy cheats, taking advan- 

e of the distress, but not producing it, and cer- 
tainly without power to produce it. 


[To be continued.) 


7 


In an appendix to his speech on the Fiscal Bank 
Bill, delivered on the 5th of August last, the 
Hon. C. J. Ingersoll, of Philadelphia county, has 
embodied a vast amount of useful information 
respecting the monetary system of England, 
France, and the United States. From it we ex- 
tract an account of the assignats, or French revo- 
lutionary paper money. 
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1842. In the progress of events, and as the 
Morris Canal became more intimately connected 
with the United States Bank in its stock transac- 
tions, Mr. E. R. Biddle became President of the 
institution, and Edwin Lord, brother of Eleazor 
lord, President of the Erie Railroad, was Vice 
President. Messrs. Biddle and Lord, about the 
same time, became interested in some iron works 
in Danville and Wilkesbarre, Pennsylvania. In 
the former place they erected three furnaces for 
the manufacture of pig iron, and at the latter a 
rolling mill. These movements promised to be 
lucrative, from the method of making iron by the 
use of anthracite coal, in relation to which a 

deal of excitement was at that time felt, and Ni- 
cholas Biddle, Esq. addressed several public meet- 


ings on the subject, setting forth its t advan- 
tages in a pecuniary and political point of view. 
Mr. E. R. Biddle, being then without property, on 


his assumption of the duties of President, moved 
to this city, took a house in Waverly Place, at a 
rent of $1200, which was furnished at an expense 
of $8000. ‘To carry on the iron works, the next 
step was to borrow of the Morris Canal Company 
$180,000, for which bonds were given payable in 
iron. This sum furnished the capital with which 
the iron speculation was conducted, for the profit 
of Messrs. Biddle and Lord on the funds of the 
company over which they presided as officers.— 
The bonds of Biddle were given to the State of 
Michigan as pee security for the balance of the 
$5,000,000 taken by the Morris Canal and made 
over to the U.S. Bank. These facts appearing, 
as the investigation progressed, the direction 
wrote to Messrs. Biddle and Lord, requesting 
them to resign. Whereat those gentlemen were 
highly indignant, denied the legality of the pro- 
ceedings and refused to vacate. Nicholas Biddle, 
Esq. then came to this city a short time since, to 
remonstrate, and to endeavor to get up a counter 
investigating committee, but was unsuccessful. 
On Friday last the Directors had a meeting, and 
by a vote turned out both Mr. Biddle and Mr. 
Lord. On the same day Mr. Biddle’s furniture, 
at No. 20 Washington Square, ee at 
was partly sold at auction. Most of the best arti- 
cles were bought by R. 8S. Dyson. The remain- 
der was packed up, and it is said Mr. Biddle will 
remove to St. Louis, where he has a large ammount 
of real estate, or may go to Danville, to enjoy the 
iron works built up by $180,000 of the funds of 
the creditors of the Morris Canal.” 

The Springfield (Illinois) Register, gives the 
following particulars of the default in the State 
Bank in that place, to which we alluded in the 
last number of the Journal. 


“It appears that Cornwell] had incharge, asclerk, 
the Real Estate account of the Bank, which is 
kept in a separate book. The Real Estate fund 
consists of money loaned for five years, on mort- 
gage, the borrower paying interest at 12 per cent- 
um per annum, half yearly. Cornwell kept what 
is called a tickler; in which he was to enter, dur- 
ing the day, the sums paid for interest. When 
the Bank closed each day, these sums were added 
us at the foot of the page, and the amount report- 

to the teller, on whose book it wasalso entered. 
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Cornwell, it appears, was in the habit i 
of fobbing the amount which some one person 
would pay in, leave it off the tickler for the time 
being, by which means his tickler agreed with 
the books of the teller toa cent, Afterwards, he 
was in the habit of entering the amount on the 

tickler, without changing the sum total at 

foot of the page. 

“ By this means, it would be next to ae 
to discover the fraud, sche oe cident the 
pages of the tickler should be afterwards examined. 

is was fortunately the case. Mr. Campbell, the 
teller, happened a time ago to have the tick- 
ler open before him on the counter, and almost 
without thinking what he was about, he added up 
a page of it, found it made a hundred or two 
dollars more than the sum total at the foot of the 

e. This excited his suspicion. He carried 
the tickler to the cashier, Mr. Ridgely. Both of 
them examined it closely; and to their utter sur- 
pee and horror, they found that a system of fraud 


ad been practised by Cornwell for a | 
the whole extent of which is not yet deconscall 
One of the ticklers is missing, ate 
Hogan, the President, pro. tem. of the 
one of the private directors, was called in by th 
rnwell was sent for by these gentle- 













cashier. 
men. He at first stoutly denied the charge ; 
finding the evidence too plain for denial, he con- 
fessed the crime, and immediately offered to 
secure the bank by giving up his house and lot, 
valued at $1600. It appears he was indebted to 
the Bank 650 dollars. This, added to the ar | 
purloined, made the sum of 1300 dollars. T 
proposition, we learn, was accepted, and a 

was accordingly taken by the Bank for the house 
and lot. Cornwell was then dismissed from his 
clerkship. 


“ At this stage of the business, the fraud was not 
publicly known. F'rom motives of charity, and a 
feeling of regret for the family and connections of 
Cornwell, who is a young married those 
privy to the transaction were willing to Weeaeie 
secret. Their feelings weighed down their sense 
of what was due to public justice, and the sa 
of society, and Cornwell was permitted to go at 
large. 

“ The crime, however, could not in the nature of 
things remain long concealed. Mr. Hickox (one 
of the state directors) got at the bottom of the 
whole affair, and immediately caused Cornwell to 
be arrested and brought before a justice of the” 
peace, where he was bound over to a at 
court in the sum of at hundred joletaiaal 
amount entirely too small to ensure the appear- 
ance of the prisoner. 

‘We cannot let this occasion pass without an 
attempt to arrest the vicious practice which has 
now, on two occasions, prevailed with the officers 
of the bank, in attempting to conceal the robberies 
of the underlings. When Town robbed the 
branch at Jacksonville, Mr. Mather nen 
stated in court that he felt such regret for the 
young man, that he was willing he should escape 
justice upon his giving up the property he had 
stolen ; and now we have another scales of the 
same kind. ‘This is all wrong. In these times, 
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when crime is marching with a bold and unblush- 
ing front all over the land, examples of justice 
should be made as a warning to the rising gene- 
ration. We will not say that their party feelings 
have operated with the officers of the Bank—we 
are willing to believe that false philanthrophy has 
governed them in their attempts to screen the 
guilty ; yet this feeling may itself become a crime 
of the deepest nitude against society, and the 
moral and political laws upon which it is founded.” 

Mr. Whiting, the young man who was accused 
of having done something wrong, while filling 
some station in the Bank of Gallipolis, Ohio, has 
been committed to prison. Bail was demanded 
of him in the sum of six thousand dollars, and this 
he was unable to give. 

Brown, the clerk in the Herkimer Bank, who 
ran off with 70,000 dollars, has, with his two con- 
federates, been sentenced to four years imprison- 
ment. 


Mr. Knapp, the defaulting cashier of the Mine- 
ral Point Bank, Wisconsin, has, it is said, ar- 
ranged matters to the satisfaction of the trustees. 





THE FOREIGN NEWS. 


The steam packet Columbia, arrived at Boston, 
brings intelligence from London to the date of 
Oct. 4th. 

The corn law question is to be passed over en- 
tirely till the next session of parliament, in Feb- 
ruary, 1842, 

it is believed that it will be necessary to import 
sixteen million bushels of wheat to supply the 
people with food. 

he Government has advertised for a loan of 
three millions sterling. Money has been in great 
demand at London, at 6 per cent.—a very high 
rate for that city. ; 

Trade is in a very depressed state, and the suf- 
ferings of the operatives are in consequence very 


The sales of cotton at Liverpool, during the 
week ending in Oct., amounted to 27,720 bales, 
9760 New Orleans, 43 to 8; 5980 Mobile, &c., 
43 to 7. 

At Lisbon, in Portugal, a very serious failure 
had taken place; that of the Spanish house of 
Corpas, Garcia & Co. The bulk of the loss, 
nearly six hundred thousand dollars, will fall on 


the English cotton houses. N. B. Portugal is a 
paper money country. 


A great failure, involving £70,000, has oc- 
curred at Huddersfield, and thrown a number of 
persons out of employment. Several more fail- 
ures have occurred at Manchester. 


The news of President Tyler’s having vetoed 
two bank bills, and the consequent dissolution of 
his cabinet, produced a great sensation in Eng- 
land. The “Jobn Bull,” a Tory newspaper, says, 
“From the moment President Tyler took his line 
of policy on the bank question, and exhibited such 
Jackson like pertinacity in maintaining it, we 
foresaw the crash must come. President Tyler 
oy be an honest man, but he is clearly ignorant 
of the state of feeling in his own country. There 


* 


ine J 


is no such thing as sterling honesty to be found 
from one extremity of the States to the other; 
and as the bank scheme was taken up for the sim- 
ae purpose of affording fresh facilities for specu- 
ation, he may depend upon it that in spite of his 
resistance, it will be carried.” 

Some of these remarks are not very compli- 
mentary. 

The London Morning Herald, in commenting 

on the news respecting the United States Bank, 
says, 
‘ The final declaration of the insolvency of that 
mighty institution ought not to be over in 
silence. The directors, by the assignment of all 
its remaining property to trustees for the liquida- 
tion of its debts, have consummated its now irre- 
trievable bankruptey—a bankruptcy more prodi- 
gious, it may be said, than ever the world wit- 
nessed—for it is the bankruptcy of a magnificent 
establishment which started with a capital of 
thirty-five millions of dollars; and so total is the . 
wreck that it may be doubted if a single cent of 
surplus property will remain, after the indispen- 
able payment of debts, for division among the 
shareholders. The famous Mississippi Association 
of Law in France, or the South Sea bubble in this 
country, were not, on their final explosion, to be 
compared with this gigantic failure.” 

The Leipsic Gazette, under date of Vienna the 
22d ult., states that the modifications lately in- 
troduced into the charter of the National Bank of 
that city, had for their object to limit the issue of 
paper money. ‘The principal bankers disapproved 
of the measure, because formerly they received 
cash from the bank for bills at five per cent. dis- 
count, whilst they charged the merchants eight 
per cent. The bank shares had in consequence 
fallen. ro 

A new bank is about to be established in 
Flanders. It is to make no loans to the Govern- 
ment, but the Government is to control the 
amount of its issues, 


Advices from Canton have been received to a 
late date in May. At that time the British and 
Chinese were engaged in active hostilities. Some 
thousands of the Chinese have been killed. The 
British loss was small. 
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: BANKS OF |AT NEW YORK) PHILAD’A. 
Maine ... eee cccc ence cececenes $4 aie. —ay pr. 
New Hampshire... «++++++++++* —_— a dis. — a 2 pr. 
Vermont. ..-cceeecsserecrcrcee — a dis. _— oa pr. 
Massachusetts ecsetesvovecsosesi=— @ dis. — <¢ pr. 
- Rhode Island....-«.-seeee+e+++/— @ dis. — a pr. 
Connecticut. ..eeeceeeceeecenes ia dis. _ a 2%} pr. 
New York City seem ee tere nee Standard. 24 a— pr. 
Deere oe ee ae wi . 
st Je eee meee eee rete nee ams a —a r. 
‘Sean Geceay eee eee meee wernt 3 a — dis. art oe 
Philadelphia seaeeeessceteress®| a— dis. Standard. 
Pennsylvania, East.......-+--- 3) & 5 a—dis. Par a 1 dis. 
s Weat ..-cccccsss! & 5 a—dis. Par. 
Delaware ....0.seeeeeeeeeeeses |S} @— dis. Par. 
Baltimore... eececerseececerer| a — dis. $ pr. @ par. 
Maryland .....s-sceereeeeeeree DS a — dis. Par a 1 dis. 
District of Columbia ececeeeeee 5 a— dis. Par. 
Virginia ...---e-eeecenerseeces a5 dis, 1} a 2 dis. 
“ est Radsy are sasnecere a — dis. 7 dis. 
North Carolina. ..cscceeereeeee — a5} dis... 2 dis. 
South Carolina. ..-sseereeeees 2& 4 a—dis. 1 pr. a r 
GeOrgia. ..cceceneccenerenvenes 10 a —dis. 2 a 40 dis 
Alabaimad cecceccvccccceessvece 10 a— dis. 6} a — dis. 
LOUISIANA. «66 ee ce eee eee eeeeee 5 a—dis. —_— 1 dis. 
Mississippi. «.--sseeee cece recess — a — dis. 20 a ©0 dis. 
Tennessee ...+eceeeeeeeceserss|— @ — Gis. 9 a — dis. 
a Kentucky ...--+sseees weeee ef 9 a — dis. 7a — dis. 
Q MisSSOUPi . «oe cece cece cecccnces 7 dis. 
© : Illinois eee ee eee eee eee eee eee 10} a — dis. — a &dis. 
Tmdiam@. oc cc ccccscccvesccceess — a 10 dis. — @a 74 dis. 
CIO ses cnvuscceddvccscocsevene 10 a — dis. 5 a 8 dis. 
Michigan ........++s+se+ee+ee+|— @ 10 dis. | 10 @ 18 dis. 
American Gold, (new coinage).| Para—p. | 2} a3 pr 
HONS ..cccccnccevecesece 4PR4a— 4.95 a 5.00 
Hea uineas eee ee eee eee eee 5.00 a 5.05 aes 
Spanish Doubloons.......++-++|16.30 @ 16.50 |16.55 a 16.60 
Patriot Doubloons....--.++++++|15.00 a 16.00 |16.00 a 16.10 
Spanish Dollars....+.+.+.+++.+|—a@6_ pr. —a4pr. 
Mexican Dollars eee eer ee ee eee —a2 pr. — a 3pr. 
Five Franc Pieces........+++-.»|— a 95 cents | 95 a 96 
Half Dollars ...-...eeeeeeerees —al pr. 2k a — pr. 
BILLS OF EXCHANGE ON 
TONdON .cececccecenccssseacs . 93a10pr., 12413 pr. 
FY@nce. «ose sccccccccsesccssuse 5.20 a 5.) } 5.05 a spe 
Hollands «cccoscccsccscccaccous a — a4 41} 
Hamburg eee ee eee eee a 36 38 aeo_— 
eee EVEL COPP EL ec a 78} lear 
BOSCO. os cccccecccucecvecsccces aidis Q a Qf pr. 
New York .....++005. veeceecee 24 a Qj pr. 
Philadelphia «..+.+.++eeseeeees a 3 dis. 
HIMITIMOTO - oo sec co cctabberccers Q a dis. 4 a} pr. 
Ramee. os'na 0 08kne te adebons a 5 dis. — a2 dis 
North Carolina........-..+++.+| 32a 4 dis 
Th ce tee teen ee eeeeeesee lia 1} dis —al pr. 
Bavanmahs.ooccoeseccsecscessess 2 a 24 dis Par. 
Augusta eee ee we ee te ee ee er ee eee 2 a 24 dis. 
. Columbus «.-0eecesccsccccveces 12 @ 12} dis. 
Macon... cssecesccesevscceesss| 14 @ 14 dis. 
WEODTS.s. ccccccccccdeonceccece| 2 @ pais.) Sas dis. 
New Orleans. .....-..s-seee00+| Qa 3 dis.| fa # dis. 
2 re ee es ee 25 a3 dis. a — dis. 
Nashville eRe eh ee eee ee 10 a I dis. Piha — dis. 
Bt. LOUIS... cc ccccscnccccnceee| Qa DO dis. 
Louisville ..cccssccccccsenscss 7 a 7hdis.| 5a6 dis 
4 Cincinnati «..+-..e6. ccceuee --| BRa Odis.|— a7 dis. 
Michigan ...0+ssccscecssccce -+| 9 @10 dis. 
PRICES OF PRODUCE. 
Cotton, New Orleans, per lb...-| 7} @ 12 10 al? 
a Mobile .......... ener 7} a 11} ny a 12 
a Upland. .....++... oveee] Fh @ 105 9 a 10h 
S Flour, Western Canal, per bbl.| 5.87} @ 6.124 
= Philadelphia............| ——- a —— | 6.00 a@ 6.12} 
= Rye Plour...+...s.+++++| 3.50 @a— | 3.37}4 —— 
i f , Indian Meal .......... -| 325 a 3.374 | 287, a 2.75 
2. Grain—Wheat, per bush......-| 1.20 41.30 | 127 a L34 
Rye eee ee ee qcreee — &@ 68 62 a 66 
- Corn oe eee eee 65 a 91 62 a 68 
Oa sewn eee neweee scans — @ 50 — @4 #4 
; Tron, Amer., Pig, No. 1, per ton|30.00 a 35 — a 32.00 
~ Bar rolled......-.|85.00 @ 87.50) 75.00 a 82.50 
Lead, Pig, per Ib........ a 43a 4} 43a — 
Oo Tobacco, Richmond, per Bays ce 4a8s 5 a 
North Carolina .....- 4a6 
a Kentucky...... eesees 5 al0 4a 93 
re Wool, American, Merino, perlb.| 42 a 45 39 a 42 
— = Common ..... 25 a30 32 a 34 
es Whiskey, Rye, per gal........- 18} a 19} 21 au 
oO Provisions, Mess Beef, per bbl.-| 7.00 a 8.00) 10.00a —— 
Mess Pork, per bbl.| 9.62} a 10.50) 9.754 9.50 
J Hams, per Ib.......- 6 a9 6 ah 
Dm Lard, per Ib........ 7 a8 7 a& 
© Cheese, per Ib...... 6 a7 7 a7 
PS) Rice, per Ib......... 4a 4 2ha4 







PRICES OF BANK NOTES AND SPECIE. 


Saturday, October 23d, 1841. 


THE UNITED STATES BANK. 


The United States Government has commenced a suit 
—_— this bank, in the District Court for East Pennsylva- 
nia, for a sum exceeding three hundred thousand dollars. It 
is alleged that the bank has claims against the government 
sufficient to cover this amount. 

The stock of the hank is now down to three or four dol- 
lars a share, and there are but few willing to buy at even 
that low rate. Its notes are at 43 and 44 per cent. discount. 


THE PHILADELPHIA BANKS. 


A writer in one of our daily papers affirms that the Phila- 
delphia Banks have in the aggregate but three millions of 
active capital remaining, all the rest having been swallowed 
up in United States Bank post-notes, State stocks, and sus- 
pended debts. 

An able writer in the Boston Courier cautions the people 
of Massachusetts against granting any further credits to 
the Philadelphians. There is every prohability, he declares, 
that the notes of the other banks of Philadelphia will sink 
as low as those of the United States Bank. 

We wish our Boston friends to understand that we have 
brought paper-money banking in Philadelphia to such per- 
fection, that we can carry it on oust as well without capital as 
with it. They need not therefore be afraid to trust us with 
goods, because our bank capital is gone, or nearly gone. 


THE MONEY MARKET. 


Bank Directors and bank fayourites continue to get mo- 
ney from the banks at the usual rate of discount, that is to 
say, 6 4-10 per cent. per annum. Others, Jess fortunately 
circumstanced, pay from 9 to 11. But many find it impos- 
sible to borrow even at this rate, as is sufficiently proved 
by the fact, that, within a week or two, several hundred 
persons have taken the benefit of the insolvent act, 


NEW COUNTERFEITS. 


Commerciat Bank, Aupany, N. ¥.—1s, light appearance ; 
J. Taylor, cash.; John Townsend, pres. ignette, a ship 
under sail. The words “of Albany” and * Albany” one 
above the other, are separated 7, ae one dollar.” in the same 
sized letter. 3s, altered from Commercial Bank of Poult- 
ney, (fraud.) Durant & Co. engravers. Figure of an In- 
dian with bow and arrows, and dog on left end, which, iu 
this respect, makes it resemble the genuine notes. 33, let. 
A; J. Taylor, cash.; John Thomson, pres. 

Cuemicat Bank, N. ¥.—3s, post notes, altered from the 
North River Banking Co. Vignette, aship. Feb. 22, 1840. 
Letter A. 4 

Bank or Brockport, Brockport, N. Y.—5s, letter B, pay 
James Clark, Sept. 1, 1840. Signed John C. Nichols, cash. ; 
E. B. Holmes, vice pres. 

Bank or Woopstock, Woopstock, VT.—3s, coarsely done, 
very faint, resembling lithography. Pay to H. Hall, Oct. 10, 
1827. Paper poor. 5s, letter A, pay A. Kent, June Sth, 


1840. Jno. Billings, cash.; R. Van Colt, pres. Engraving 


poor, paper light. 

Provipence Bank, Provipence, R. 1.—3s, letter C, Jul 
26, 1839, pay to Isaac Case, James W. Crawford, cash. ; W. 
T. Billings, pres. Paper white and flimsy. 

Bank or Wooster, Wooster, Oni0.—10s, altered from 
fraudulent Bank of Vernon, Texas. Vignette, two eagles 
with shield of Hope—on right margin shipping, and on left 
end figure of a female, under which are the names of the en- 
gravers—Boston Bank Note Company. J. 8. Lake, cash. ; 
J. 5. Coulter, pres. 

Bank or Xenia, Onto.—5s, signed-H. Clark, cash.; John 
Hivling, pres. Nonotes are genuine with these signatures, 
Vignette two Indians, one reclining on a rock looking ata 
steam-boat. The words “ Xenia” and “* Ohio” look very 
suspicious, and as if done with a pen. 





In Baltimore they have had an admirable contrivance for 
making money plenty. They converted the Baltimore and 
Ohio Railroad Company's office into a paper money manu- 
factory, and sent therefrom notes of different denomina- 
tions, some of them as low as 12} cents, redeemable, when 
presented in sums of one hundred dollars, in Baltimore city 
stock. These issues amount in all to about one million 
and a half of dollars. Recently ‘‘a panic” occurred, and 
“the better currency” fell to about 15 per cent. discount. 
At present the discount on them is said to be no more than 
8 or 9 per cent. 





The chapter on “ The Tax paid by the People to the 
Banks,” begun in our last number, is continued on the next 
e. In reading it,the reader will recollect that it was 
written ten years ago, that the number of banks was then 
300, that it is now 900, and that the tax paid to them has 
been increased accordingly. 
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Tf the banks do not, by the use of a nomi- 
nal capital of six million one hundred and 
two thousand dollars, draw interest from the 
people on the sum of seventeen million five 
hundred and twenty-six thousand dollars, 
their returns to the Legislature are deceptive. 
If they actually draw interest on this amount, 
they draw from the people seven hundred 
and fifty-five thousand five hundred and forty- 
four dollars per annum more than would be 
drawn by private persons lending bona fide 
capital of the same amount as the nominal 
capital of the banks.* 

Supposing the sums paid in each year, 
since the passage of the Bank Act of 1814, 
to equal that paid in 1829, the total amount 
paid by the people in sixteen years, over and 
above six per cent. on the loanable capital of 
the banks, is twelve million and eighty-eight 
thousand seven hundred and four dollars. A 
direct tax of half the amount for the support 
of government, would have produced a re- 
bellion. 

The Bank of the United States had, on the 
Ist of November, 1829, a nominal capital of 
thirty-four million nine hundred and ninety- 
six thousand two hundred and seventy dol- 
lars. Of this amount, eleven million seven 
hundred and seventeen thousand and seventy- 
one dollars were invested in public stocks, 
and three million eight hundred and seventy- 
six thousand four hundred and four dollars in 
real estate, leaving it nineteen million four 
hundred and two thousand seven hundred 
and ninety-five dollars of nominal capital for 
its proper business of accommodating bor- 
rowers and dealers in bills of exchange. On 
this amount of bona fide capital lent at six 
per cent., private persons would draw a 
revenue of one million one hundred and six- 
ty-four thousand one hundred and _ sixty- 
seven dollars. But the bank, with this 
amount of nominal capital, discounts notes 
’ and bills of exchange, to the amount of forty 
million seventeen thousand four hundred and 
} forty-five dollars, from which it derives an 
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* It may perbaps be eeued. that the “surplus funds” of 
the banks ought to be added to their loanable capital. But, 
as Mr. Gallatin has said, “it will easily be perceived, that 
what is called the surplus, and sometimes the reserved or 
- contingent fund, is nothing more than that which balances 
the account, or the difference between the debits and credits 
ofthe banks.” ‘The surplus funds of the banks of Pennsyl- 
Vania were, in November, 1220, according to Mr. Gallatin’s 
_ ‘Statement, one million one hundred and forty-two thousand 
dollars. If it be thought proper to add this amount to the 
loanable capital, the estimate of the tax paid by the people 
of Pennsylvania, for the support of their local banks, should 
be reduced from seven hundred and fifty-five thousand five 
hundred and forty-four, to six hundred and eighty-seven 
‘thousand and twenty-four dollars per annum. It is of little 
me t which mode of estimation is adopted. Either proves 
’ the tax amounts to hundreds of thousands of dollars in 
each yoar. 
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annual revenue of two million five hundred 
and sixty-one thousand one hundred and 
fourteen dollars, or one million three hun- 
dred and ninety-six thousand nine hundred 
and forty-seven dollars per annum more than 
would be received by private capitalists. In 
this estimate, we do not include what is paid 
to the bank on the rate of exchange, though 
this must amount to hundreds of thousands 
of dollars. 

Of the tax paid by the people for the sup- 
port of the local banks in other States than 
Pennsylvania, it is not so easy to form an 
estimate. Mr. Gallatin gives a statement of 
two huudred and ninety-seven institutions 
having nominal capitals of the amount of 
ninety-seven million three hundred and 
eighty-one thousand nine hundred and thir- 
ty-five dollars, but he does not state what 
portion of their capital is invested in stocks 
and real estate. ‘The loans made by certain 
local banks, out of Pennsylvania, having 
capitals of the amount of eighty-one million 
three hundred and sixty-three thousand two 
hundred and twenty-four dollars, he states to 
be one hundred and eight million three hun- 
dred and forty-one thousand two hundred and 
sixty-eight dollars ; but he gives no statement 
of the loans made on twenty million four hun- 
dred and twelve thousand seven hundred and 
eleven dollars of nominal bank capital. Sup- 
posing the lodns on this amount to be in the 
same proportion, the total amount loaned by 
the local banks out of Pennsylvania, is one 
hundred and thirty-five million five hundred 
and twenty-two thousand three hundred and 
thirty-one dollars, and the annual bank inte- 
Test on it eight million six hundred and sev- 
enty-three thousand four hundred and twen- 
ty-seven dollars. 

Supposing these banks to have the same 
proportion of their capital invested in stocks 
and real estate, as the banks of Pennsylvania, 
they have forty-nine million three hundred 
and eighty-seven thousand and fifteen dollars 
left for the business of discounting. From 
such an amount of bona fide capital lent at 
six per cent., private persons would draw an 
interest of two million nine hundred and six- 
ty-three thousand two hundred and twenty 
dollars. But the amount the banks draw is 
eight million six hundred and seventy-three 
thousand four hundred and twenty-seven dol- 
lars, or five million seven hundred and ten 
thousand two hundred and seven more than 
would be drawn by private capitalists. 

The sums, then, extracted from the people, 
over,and above six per cent. on so much of 
the bank capital as is employed in discount- 
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ing, or the tax paid by the people for the 
support of the banks, would appear to be— 
For the support of the banks of Pennsylvania, $ 

do. local banks 


755,544 
of other States, 5,710,207 
do. United States Bank, 1,396,947 


$7,862,698 


We cannot pretend to be very exact in our 
estimate. ‘The local banks in the other 
States may have a greater proportion of their 
capital invested in stocks and real estate than 
the banks of Pennsylvania, or they may have 
a less proportion. ‘The total amount of their 
loans may be greater or may be less than 
has been calculated from the data furnished 
by Mr. Gallatin. It is enough to know that 
the extra interest is millions per annum. 

The principle on which this tax is levied, 
cannot be misunderstood. With a loanable 
capital of one hundred thousand dollars, a 
bank can, by the help of its deposits and 
circulation, make loans to the amount of two 
hundred thousand or three hundred thousand. 
Hence, for every hundred thousand of their 
own capital employed in discounting, the 
banks draw twice or thrice as much interest 
as is drawn from the same amount in the 
hands of private capitalists. The gain of 
the banks from their practice of taking the 
discount in advance, and charging sixty-four 
days interest on notes which have but sixty- 
three days to run, is also considerable. 


CHAPTER XVII. 
Of the Formation of Bank Capitals. 


Wuen the uninitiated hear of banks hav- 
ing capitals of five hundred thousand or a 
million dollars, they suppose that these in- 
stitutions had at their commencement, or 
some time after, real money to this amount. 
It is a very natural supposition; but not a 
true one. The banks create their own capi- 
tals in the same manner that they create the 
money they lend to the people. 

The usual method of proceeding is as fol- 
lows: 

An act is passed by the legislature to au- 
thorize the establishment of a bank, and cer- 
tain persons, called commissioners, are ap- 
pointed to receive subscriptions. It is pro- 
vided in the act that the amount subscribed 
shall be paid in instalments of five or ten 
dollars in specie, or the notes of specie pay- 
ing banks, and that after one or two instal- 


ments shall have been paid in, the bank 
shall commence operations. ome 

The first instalment, which we will sup- 
pose to be five dollars on a share, enables 
the bank to purchase desks and a counter, — 
and to pay for engraving and printing its — 
notes. It has then the necessary apparatus 
for commencing operations, and has, 
haps, a specie fund in reserve of three or four — 
dollars for each share of stock, to meet con-y 
tingencies. 

It then begins to discount notes and circu- 
late paper. ‘The spare cash of those who 
have dealings with it, is deposited in its 
vaults. This fund enables it to extend its 
operations. As the bank notes will serve 
the purposes of trade in the neighborhood, 
the specie is sent to distant places to procure 
commodities. ‘This leaves openanewchan- 4 
nel for the circulation of paper: and the © 
bank increases the amount of its issues. 
Then comes the time for paying the second, 
third, or fourth instalment. The bank makes 
a call un the stockholders. Some of them 
hypothecate their stock, that is, pledge it to 
the bank, and with the means obtained from 
the bank itself pay in their proportion. 
Others have obtained the means by discounts 
of accommodation notes, without any hy- 
pothecation of stock. Some few pay in real 
money: but they generally pay in the notes 
of the bank itself, or of similar institutions. 

It is by this kind of hocus-pocus that bank 
capitals are formed. After the first instal- 
ment is paid, the bank, by its own opera- 
tions, facilitates the paying of the others. 

The Bank of Pennsylvania and the Bank 
of the United States have more pretensions 
than most others to solidity of capital. It 
was provided in their charters, that a portion 
of their instalments should be paid in govern- 
ment stock. ‘This is not a convenient form 
for loanable capital, which, it might be sup- 
posed, is the kind of capital banks should 
possess. But the peculiar profits of banks 2. 
are derived from credit and circulation, and + 
they want no more real capital of any de-< | 
scription than is necessary to support their, 
credit. 7 

It is difficult to say in what the capitals of 
the other banks ever consisted, unless it be 
in what it consists at present—in the promis- 
sory notes of individuals. Now, the banks 
did not obtain these promissory notes by 
lending real money of their own, for they 
had it not to lend. ‘They obtained these 
promissory notes of the stockholders, by 
giving in exchange for them the promissory 
notes of the bank. Thus bank capitals are 
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formed by exchanging one kind of promises 
to pay, for another kind of promises to pay. 
. is mode of forming bank capitals, with 
the stock notes of the subscribers, is not pe- 
culiar to banks of the second and third order. 
The banks of the most approved standing 
have formed their capitals in the same way. 

The nominal capital of the old Bank of 
the United States, was ten millions of dol- 
lars. One fifth part of this, or two millions 
of dollars, was subscribed by the national 

vernment; but the national government 
having no money to pay its subscription, 
professed to borrow from the bank. And 
the bank having no money to lend, passed a 


_¢redit of two millions in its books to the go- 


vernment. The government paid six per 
cent. to the bank on these two millions, and, 


im return, received the dividends on five 


thousand shares of stock, valued at four hun- 
dred dollars each share. 

The residue of the capital, or eight mil- 
lions, was subscribed by individuals, and 
was to be paid, three-fourths in six per cent. 


_ stock, and one fourth in specie, in four six- 


monthly instalments of five hundred thousand 
** No more,”’ says Dr. Erick 

llman, ** or little more than the first in- 
stalment, can ever be considered as having 
been received by the bank actually in hard 
money.’’* 

_'The capital of the present Bank of the 
United States was fixed by its charter at 
thirty-five millions, of which government 
subscribed seven; but government having, 
as in the former instance, no money, the bank 
granted it a credit to this amount. 

The remaining twenty-eight millions of 
‘stock were subscribed for by individuals. 
On each share of the stock, they -were, 
agreeably to the terms of the charter, to pay 
five dollars in gold or silver coin at the time 
of subscribing: at the expiration of six 


months the further sum of ten dollars: and 
at the expiration of twelve months, the fur- 


ther sum of ten dollars. At each of those 
three periods, twenty-five dollars more were 
to be paid, on each share, either in United 
States stock, or in gold and silver coin, at 
the option of the subscribers. 


No more, or very little more, than the 
first instalment of five dollars on each share, 
The direc- 


bn hay in gold or silver coin. 


_ tors, indeed, proceeded on the principle that 


no more was necessary. ‘It is clear,’ 


__ 
* Paragraphs on Banks, Philadelphia, 1811. Dr. Bollman 
was a zealous advocate for the renewal of the charter of the 
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says one of them, “that having commenced 
business, and put its paper in circulation, it 
(the bank) could not enforce the specie part 
of the second and third instalments of the 
capital, in new acquisifions of specie. . . 

The directors acted wisely in discount- 
ing the notes of the stockholders, payable in 
specie sixty days after date, for the payment 
of the second instalment.’’* 

It is contended by the founders of these 
institutions, that this mode of forming bank 
stock is perfectly correct. If it is, stock 
may be created to almost any amount. The 
bank risks nothing, and does not increase its 
circulation ; for the Mtes which it pays out 
at one counter in discounting stock notes, are 
paid in at another counter in subscriptions. 
The subscribers pay a certain sum to the 
bank as borrowers: but they receive back 
the same amount as stockholders, The 
whole business is nothing but a paper trans- 
action between the bank and its stockholders, 

Many of the present owners of stock have 
paid their hundred dollars’ worth of property, 
or perhaps given an advance of twenty per 
cent. for the shares they hold: but what they 
paid, never went to form the capitals of the 
banks, They paid it to the original sub- 
scribers, or to those who bought script from 
the original ‘subscribers. 








CHAPTER XVIII. 


Of Speculations in Bank Stock, and of other 
Stock-Jobbing. 


Ir is well worthy of remark that, though 
the banks derive as much profit as private 
capitalists, from so much of their capital as 
is invested in real estate and public securi- 
ties, however they may have got that capi- 
tal, and however they may have formed it: 
and though they derive from twelve to eigh- 
teen per cent. from so much of their capital 
as is employed in discounting, they do not, 
on an average, divide more than six per cent. 
When the proposal was made to form a 
‘safety fund,’ by a tax on the banks, the 
proprietors of stock in the city banks of New 
York objected to it as a great hardship, al- 
leging that they had not, for a series of 
years, received more than five and a half per 
cent. per annum. ‘The heavy expenses of 
these institutions in the payment of’ presi- 





*“ A Friendly Monitor,” Philadelphia, published Decem- 
ber 15, 1819, and republished September 17, 1829. a 
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dents, cashiers, and clerks, and the heavy 
losses that are nevessarily sustained when 
corporate interest superintends the. business 
of lending, are the reasons that the stock- 
holders get much less than the people pay. 
Such being the fact, the anxiety to establish 
new banks might create surprise, if we did 
not know that the object of the projectors of 
such institutions is not fo /end money, but 
to make money. People who have money, 
can lend it without the intervention of Boards 
of Directors. ‘They can lend it more secure- 
ly, and watch over it more easily. But a 
new bank will afford to some favored gentle- 
man a snug birth as ident for life, and to 
another an equally snug birth as cashier. 
Poor cousins can be very conveniently pro- 
vided for by giving them clerkships. To 
some, the new bank will afford facilities for 
borrowing; to others, it will afford facilities 
for lending—at two or three per cent. a 
month. ‘'T’o those who are to be directors, 
it will impart additional consequence in so- 
ciety, and give great advantages over their 
neighbors in business. Others hope to make 
fortunes by speculations in the script. To 
further all these objects, nothing is necessary 
but a charter from the legislature, and the 
means of paying the first instalment. By 
the convenient contrivance of stock notes, 
the stock of the bank can be completed. 
The circulation and deposits will prove a 
certain source of revenue. 

When a charter is granted, the speculators 
evince great anxiety to possess the stock, and 
thereby create an idea that it is something 
very valuable. In New York, their practice 
is to subscribe a much greater amount than 
the nominal capital, and then clamor for a 
pro rata division. In the case of the Broome 
County Bank, the capital of which was fixed 
at one hundred thousand dollars, the sub- 
scriptions amounted to eight millions. In 
Pennsylvania, where subscriptions are not 
received beyond the amount of nominal capi- 
tal, draymen and other able-bodied per- 
sons are hired by the speculators to get the 
script for them. They struggle at the win- 
dows with so much violence, as to give and 
receive severe personal injury. The most 
disgraceful riots that occur in Philadelphia, 
are those which are produced by the open- 
ing of the books of subscription for a new 
bank. 

These doings have their effect on simple- 
minded people; and, from the prospect of 
large profits, they prefer bank stock to land 

and houses. The founders of the bank 
kindly spare them some of the script at an 
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advance of five or ten per cent., retaining 
only enough to keep the control of the iste 
tution in their own hands. a 
Even those who are not simple-minde 
do not hesitate to buy the a L 
vance, for they hope to sell it dditic 
al advance. ‘They know that “the price « 
bank stock in the market is regul: | pr nci- 
pally by the rate of dividends, and = 
make inquiry into the solidity of these 
stitutions, or have, indeed, the be | 
certaining whether, on the wi 
affairs, they can pay fifty cents in ad 
From the peculiar pata of Ala 
tions, banks may sustain their credit, 
continue to make high dividends, even ¥ 
nearly all their capital is gone. In 
stance, in Philadelphia, a sum equal 
whole capital of a bank, was 
from it by some of its clerks and 
a out of doors, without sheet cte 
owing any thing about it. Them con 
tinued its operations as before, suy i by 
its deposits and its cireatialiaall i oO 
sold as high in the market as ever. Whi 
the defaleation was discovered, the ¢ 
the bank received a shock. But nee ectors” 
called in one or two additional i ents, 
and the bank recovered its exediti: “Tis ck 
is now much above par. : 
On common gambling principles, s 
tions in bank stock are, perhaps, as elig ble 
as speculations in any thing else. But 
may be made a question, if execute 
dians, and trustees, act with conan udg.- 
ment, when they, merely for the sake ¢ | 
cility of management, invest the prop 
intrusted to their care in stocks ¢ 
scription. The ability of a bank to} =: 
thing*to the purchasers of its shares, ¢ depe a ae 
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on the ability of the original subserit 
pay their stock notes and 
notes, and on the ability of borrowers | 

their promissory notes. ‘This ’ 
pends on various contingencies, all 

ought to be duly considered. by those 4 
contemplate making permanent investments 
of the funds in their hands. 

In making temporary investments, there | 
is less risk. ‘‘'The house is erazy,” says 
the weary traveller to himself, “and must 
fall; but not to-night. I may ven-— 
ture to sleep in it.” When it has nop 
the bank may make dividends on its 
and the fact be concealed from all but 
directors. If its stock should fall in the mar- — 
ket, it may be raised again by a few pre- 
tended sales, effected through the instru- 
mentality of brokers. 
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PAPER MONEY IN FRANCE. 
Concluded. 


Depreciation of assignats proceeded from a 
crowd of causes; their great quantity, the uncer- 
tainty of their security, which must fail if the 
Revolution did not succeed, their comparison with 
Specie, which did not lose its reality, and with 
goods which, retaining their value, could not be 
got for money which had lost its value. Capital- 

would not keep funds in assignats, because in 
that way they were perishing every day. At first, 
they endeavoured to procure silver, but six years 


_ Of constraint alarmed the buyers and sellers of 


specie. They then turned their attention to 


4 Seen but they offered a transient investment, 


use they could not be kept long, and a dan- 
gerous investment, because the rage against fore- 
stallers was at its height. They therefore looked 
out for securities in foreign countries. All the 


~ holders of assignats strove to get bills of exchange 


on Amsterdam, London, Hamburg, Genoa, any 
‘part of Europe. They gave enormous national 
values for these foreign values, and thus degraded 
‘assignats by deserting them. Some of these as- 
jignats were realized out of France, and the value 
them feceived by emigrants. Magnificent 
furniture, the spoils of former luxury, consisting 
in eabinet ware, clocks, mirrors, gilded bronzes, 
precious editions, paid for 


porcelain, pictu 
ese bills of exchange, transmuted into guineas 


> 







and ducats. But no attempt was made to realize 
' more than the smallest part of them. Sought 


by terrified capitalists, unwilling to emigrate, 
desirous only of getting asolid guarantee for 
|! fortunes, they almost all remained wherever 

e most alarmed sent them to one another. They 
s formed a particular mass of capital, guar- 
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anteed abroad, and rivalling the assignats. There 
is reason to believe that Pitt got English capital- 
ists to sign a great quantity of this paper, and 
even opened a considerable credit for them, to in- 
crease the mass of it, and contribute, in this way, 
more and more to the discredit of assignats. 

Great eagerness was also displayed to procure 
the bills of stock companies, which seemed to be 
beyond the reach of the revolution and counter- 
revolution, and offered, moreover, an advantageous 
investment. Those of the Company of Discount 
were in great favor, but those of the India Com- 
pany were sought after with the greatest avidity, 

use they rested, in some measure, on an in- 
accessible pledge; this hypothecation consisting 
of vessels and stores situated all over the globe. 
It was in vain they were subjected to a considera- 
ble transfer duty; the directors evaded the law 
by abolishing script, and replacing it by mere in- 
formal entry on the books of the company. Thus 
they defrauded the State of a considerable re- 
venue, for many thousand transfers a day were 
made, and they rendered useless the precautions 
taken to prevent brokerage. In vain, also, in or- 
der to diminish the attraction of these bills, were 
their oe subjected to a duty of five per cent. 
The dividends were distributed among the hold- 
ers as reimbursement of part of the capital, by 
which stratagem the directors once more evaded 
the law. Thus, from 600 francs, these bills rose 
to 1,000, 1,200, and even 2,000, which was so 
much value opposed to the revolutionary money, 
operating to disctedik it. Not only were all these 
sorts of funds opposed to assignats, but certain parts 
of the public debt, and even other private assignats. 
There existed, in fact, loans subscribed at all times, 
and in every form. Some went as far back as 
Louis XII. Among the more recent, subscribed 
under Louis XVL, there were different creations 
of them. ‘Those anterior to the constitutional 
monarchy were generally preferred to those which 
had been opened for the wants of the revolution. 
Every body was opposed to the assignats, hy- 
pothecated on the property of the clergy and the 
emigrants. And differences were made between 
the assignats themselves, Ofabout five milliards 
Sssued since the creation, one milliard was got in 
by purchases of national property. Nearly four 
milliards remained in circulation, of which might 
be reckoned five hundred millions created under 
Louis XVI., and bearing the royal stamp. These 
latter, it was said, would fare better in case of a 
counter-revolution, and be taken at least for a part 
of their value; so that they passed for ten cr fi 
teen per cent. more than the others. The re- 
publican assignats, the only resource of the Go- 
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vernment, the only money of the ple, were 
thus completely discredited, and had to struggle 
at the same time ageinee specie, goods, foreign 
paper, the script of the stock companies, the vari- 
ous State credits, and finally the royal assignats. 
The reimbursement of offices, the payment of 
large supplies made to the State for war demands, 
the eagerness of many debtors to be exonerated, 
erga t collections of funds in certain 

nds. ar, and the dread of a terrible revolu- 
tion, had interrupted numerous commercial opera- 
tions, brought about large settlements, and still 
further augmented the mass of stagnant capital 
seeking security. This capital, thus accumu- 
lated, was subjected to perpetual brokerage at the 
Paris Exchange, changed by turns into gold, sil- 
ver, provisions, bills of exchange, stocks, old State 
contracts, &c. Those venturesome gamblers of 
course intervened, who throw themselves upon all 
sorts of hazards, speculate on the chances of com- 
merce, the supplies of armies, the faith of Govern- 
ment, &c. 
made a profit upon every rise, by the continual 
fall of assignats. The decline of the assignat be- 
gan first at the Exchange, in comparison with 
specie and all transitory values. Then it took 
place by comparison, which rose in prices in the 
shops and markets. Meantime, code did not rise 
us fast as specie, because the markets are distant 
from the Exchange, because they are not so sensi- 
tive, and besides that dealers can’t give each other 
the hint so quickly as brokers collected in one 
building. A difference first settled at the Ex- 
change, was not known elsewhere till after a cer- 
tain time. The assignat of five francs, which 


already was worth but two at the Exchange, was 


still worth three at market; so that the brokers 
had the interval necessary for speculation. Hav- 
ing their capitals all at hand, they took specie be- 
fore the rise; as soon as it rose in comparison 
with assignats, they exchanged it for them. They 
had a greater quantity of them; and, as merchan- 
dise had not had the time to rise yet, with such 
greater quantity of assignats, they brought a 
greater Senter of merchandise, and sold it again 
when the equality was restored. Their part was 
to employ the specie and the merchandise, while 
they both rose in comparison with assignats. 
Thus their profit consisted in constant gain from 
the price of every thing rising above the price of 
assignats; and it was natural to begrudge thema 
benefit always founded on public calamity. This 
gambling comprehended the change of all sorts of 
values—such as foreign paper, stocks, &c. They 
profited by all accidents producing differences— 
such as a defeat, a motion, false news. They 
formed a pretty considerable class, among whom 
were foreign bankers, contractors, usurers, former 
priests or nobles, recent revolutionary converts, 
and a few members, who, to the honor of the con- 
vention, were but five or six, enjoying the per- 
fidious advantage of contributing to the variation 
of prices, by motions made on purpose. They 
lived a life of pleasure with actresses, former 
nuns, or countesses, who from being mistresses, 
became sometimes women of business. ‘The two 
principal members engaged in these intrigues, 
were Julien of Toulouse and Delaunay of Angers, 
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Lying in wait at the Exchange, they — 
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who lived, the first with the Countess of Beaufort, 
the second with the actress de Coignes. It is said 
that Chabot, dissolute as an old ichir and 
busying hims ee with ques- 
tions, gave himself up to this kind of broke 

in —— with two brothers, named Frey, ex- 
pelled from Moravia for their revolutionary opin- — 
ions, and come to Paris, to carry on the trade of 
banking there. Fabre D’Eglantine dabbled in it~ 
too, and Danton was accused, but without any 


proof, of not being a stranger to it. The most — 


shameful intrigue was that which connected the 
Baron de Batz, a skilful banker and financier, with 
Julien and Delaunay, the members most bent on 
making their fortunes. They had a project for 
denouncing the malversations of the India Com- 
pany, lowering their stocks, buying them at once, 
and then raising them by means of more moderate 
motions, taking advantage of the rise. D’Espag- 
nac, that acute abbe, who was Dumouriez’s con- 
tractor in Belgium, who afterwards obtained the 
job of the general wagonage, and whose bargains 
Julien protected in the convention, was to recom- 
pense him in the funds of brokerage. Julien pro- 
posed to join Fabre, Chabot, and others, in this 
intrigue, who were to render themselves useful as 
members of different committees. Most of these 
men were attached to the Revolution, and did not 
wish to injure it; but they wanted, any how, toen- 
joy themselves and make fortunes. All their secret — 
contrivances are not known, but as they specu- 
lated on the discredit of assignats, the evil by 
which they profited was imputed to them. As 
there were many foreign bankers associated with — 
them, they were called agents of Pitt and the co- 
alition; and the mysterious, so much dreaded, in- 
fluence of the English Ministry was supposed to 
be seen in this business. There was, in short, 
the same indignation against brokers as forestal- 
lers, and the same punishment was demanded 
against both. Thus, while the North, the Rhine, 
the South, and La Vendee, were invaded by ene- 
mies, the means of finance consisted in money 
which would not pass—whose security was as un- 
certain as that of the Revolution itself, and which 
fell at every accident in value proportioned to the 
peril. Such was this singular situation. As 
danger increased, and means should have been 
greater, they, on the contrary, diminished—muni- 
tions of war departing from Government, and sub- 
sistence from the people. So that it was neces- 
sary to create at once soldiers, arms, and money, 
for the Government and the people, and after all 
assurance of victory. 

In 1795, when a constitutional reform took 
place, Madame de Stael assures that the Direc- 
tory could hardly get a table on which to write 
their orders; and there were not one hundred 
thousand francs, (twenty thousand dollars,) in 
specie, in the public treasury Civil war raging 
in the South, defeated armies on the northern fron- 
tiers, confusion, distrust, devastation, all but dis- 
may every where—were the fruits of attempting 
to pay public obligations by paper promises. 
Within one month all was changed as by enchant- 
ment. Inthe course of twelve months, France, 
triumphant abroad, became flourishing at home. 
Victory was said to be organized, and paper mo- 
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ney disappeared almost as fast as it had expelled 
coin. Ever since that wonderful restoration, the 
precious metals have abounded in that country, 
while its prosperity has advanced, with an increase 
of population, notwithstanding unexampled wars, 
‘revolutions, troubles, conquests, and, worst of 
all, royal Restorations, worse than any Republican 
convulsions. With complete equality and imper- 
fect liberty, with the best distribution of property, 
France stands firm on the basis of hard money, 
heavily taxed, considerably indebted, but never 
disturbed by difficulties of currency.—C. J. In- 
gersoll. 


THE SCOTCH BANKING SYSTEM. 


Banking in Scotland, as in the United States, 
is carried on by companies: but in the United 
States these companies are incorporated, and the 
copartners are responsible in only a limited amount. 
Jn Scotland, on the contrary, each partner is lia- 
ble to the whole extent of his private fortune for 
the engagements of the bank. Herein is the 
fundamental difference of the two systems, to 
which is to be attributed the safety of Scotch, and 
the insecurity of American banking. 

_ In Scotland there are, indeed, three incorpor- 

ated banks, but their power is relatively so small 
that they are obliged to conform to the usages 
which the unincorporated bankers establish. 

These usages are such as might naturally be 
expected to be adopted where the individual ruin 
of the banker would be the necessary consequence 
of mismanagement of bank concerns. No loans 
or discounts are made except on a close scrutiny 
of the securities offered ; and the balances due by 
the banks to one another, are settled every three 
days. Most of the banks have agents in different 

towns, and these agents, if any loss is sustained on 
the business done by them, are made to bear part 
of that loss. 

The internal management of these banks is 
different from ours. Before the paying teller can 
pay a check, it.is certified to be good by a kind 
of recording clerk. In this way, overdrafts are 

‘prevented. In like manner when a deposit is 
made, at least two officers of the bank certify the 
fact. Such is the exactness with which every 
thing is managed, that the Bank of Scotland has, 
it is said, in the course of a century, lost buta 
few hundred pounds, on transactions amounting 
in the aggrégate, to hundreds of millions. 

In 1825, there were thirty banks in Scotland, 
having altogether one hundred and thirty-three 
branches, besides three banking houses in Edin- 
burgh, which issued no notes. One of the note- 
issuing unincorporated banks had then 1,238 
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partners, another had 551, and another 446. Of 
the remaining banks, there were three in which 
the number of partners exceeded 100; six in 
which the number was between 20 and 100; four 
in which the number was between 20 and 10; 
and twelve in which the number was less than 
10. The smallest number of partners in any 
banking company was three. 

It is worthy of remark that though the business 
of banking is free to all in Scotland, only six new 
banks appear to have been established between 
the years 1792 and 1824, a period of 32 years. 
In 1825, (a year of great speculation,) four new 
banks were established, and the number has, pro- 
bably, since been increased. 

It is not because the business is not profitable 
that the number of institutions is not multiplied. 
Their stocks stand on an average at 100 per cent. 
premium on the capital originally paid in. The 
Aberdeen Banking Company commenced business 
in 1767, on a capital of 150 pounds per share, or 
30,900 pounds paid in. In 1821, its shares were 


selling at £1400. Subsequently they rose to 


£2500, and in 1836 were held at the rate of 3000 
guineas per share. 
Jealous as the existing Scotch Banks are of 


one another, they must be supposed to be still 


more jealous of any interlopers in their lucrative 
business. None but’ persons of undoubted wealth 
could establish a new bank in Scotland with any 


prospect of success, and most of these seem to 


think it better to buy shares in the banks already 
established, and which, having already possession 
of the ground, can do business to most advan- 
tage. , 
The only restrictions to which the Scotch 
Bankers are restricted, is one prohibiting them 
from issuing notes of a less denomination than . 
twenty shillings, ($4.85;) and another which 
prohibits their issuing notes payable to the bearer 
on demand, or payable at the option of the issuer 
at the end of six months, witha sum equal to the 
legal interest from the date of the demand to the 


‘time of payment. The practice of issuing this 


kind of post notes, as we might call them, pre- 
vailed up to the year 1765, when it was put an 
end to by act of Parliament, 

As the Scotch banks make no returns to the 
Legislature, as is customary with American 
banks, and as their affairs are not inspected by 
Commissioners, as are those of the banks of New 


York, the amount of their capital and ‘the ex- 


tent of business they perform, is altogether con- 
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jectural. It is said that the whole amount of 
banking transactions is about equal to one-half of 
that of the single county of Lancashire. 


One practice by which the Scotch banks are 
distinguished from the American, is that of grant- 
ing what are called “cash credits.” A store- 
keeper, for example, will give a bond with two or 
more approved securities for 500 pounds. A cre- 
dit is then granted to him on the books of the 
bank for this amount. If on the next day, or in the 
next week, he draws £100 of this amount from the 
bank, interest on this amount, and on this amount 
only, commences on the day he makes the draft. 
If he repays it in the next week, the interest 
ceases on the day on which the repayment is 
made. This practice is much more equitable 
than that of our American bankers, who require 
those who get discounts from them to pay interest 
on the whole amount, though half the sum may 
remain on deposit in the bank, and never be 
touched by the borrower. The Scotch bankers 
are very careful that these “cash credits” do not 
degenerate into accommodation loans. Unless 
the borrower draws out the amount, and pays it in 
again, four or five times in the course of the year, 
hints are given to him that his proceedings are 
not satisfactory, and if the amount becomes alto- 
gether stagnant, and remains so for any length of 
time, intimations are given to him that at a fixed 
period he must discharge the debt, The whole 
amount of the credits thus granted, was said, in 
1825, to be six millions sterling, and the amount 
drawn out at any one time, to be, on the average, 
two-thirds of the whole, or four millions. 


Another practice which is general among the 
Scotch banks is that of paying interest on deposits. 
. Generally, the course of the banks is to receive 
such deposits in as small sums as ten pounds, but 
four or five pounds would not be refused. The 
aggregate amount of such deposits, in 1825, was 
estimated as exceeding ten millions sterling, and 
not exceeding twenty-five millions. This prac- 
tice of paying interest on deposits, while it does 
justice to the public, prevents the banks from 
over-issuing beyond a certain extent. Any issue 
very greatly exceeding the demands of trade and 
speculation, would be sure to come back on the 
banks, not for prompt payment, but in the form of 
deposits, the interest on which would exceed the 
profit made by the banks on such excessive is- 
sues, 

Scotland is the only country in regard to which 
a doubt can be rationally entertained, whether 
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paper money banking has done more t 

good. The system, independent of its’ aper is 

sues, is so excellent, that it would be difficult 

suggest any improvement of it. rest is } 

by the banks to those who lend the | 

deposit : and interest is paid to the banks by t 

who borrow money from them, for just 

it is borrowed and no longer. The loan 

count, and deposit departments, may be said 

perfect. But the issuing department has all 

defects which are inherent in every system 

which an attempt is made to supplant | 

money by paper. In 1823, the highest a 

of notes in circulation in Scotland, was 3,46 2,- 

012; and in 1825, it was £4,683,212, a 

increase of more than one-third. Where 

enormous expansions can take place, enorme 

contractions must necessarily follow. 

cordingly we find Mr. McCulloch ¢ ‘ing 

“ The Scotch banks are most liberal of thats 

vances so long as they conceive they run 1 

in making them: but the moment alarm 

credit begin to make their appearance, they 

mand payment of every advance that is not made 

on the very best security; they cease, in a g reat 

measure, to discount; and provide for their ov nn 

safety, by ruining thousands of their custor a 
Other authorities confirm chivteatioaal : 

these are the “ Directors of the Chamber of Con 

merce and Manufactures of -enaagilll In 

their report of December 12th, 1839; “on th 

fects of the administration of the Bank oft 

land upon the commercial and manufact 

terests of the country,” speaking of the c 

of May, 1837, they say, « Scotland 

FIRST, as usual, to feel the effects of a F 

crisis.” i 


It is saying but little in favour of a 
system, to say that the “whole loss sustained 
bank failures, from the first introduction of pe per 
is 36,344 pounds,” if that system still s bjects 
commerce to all those convulsions which ruit 
thousands, and deprive tens of thousands of em- 
ployment. Never, till the stoppage of the Sehu 
kill Bank, did the Philadelphia ni lose one 
dollar, in the sense here intended, by the failure 
of any of their banks, yet Philadelphia ee 
becoming a proverb of reproach, The losses” 
casionally sustained by depositors and note 
ers, through the stoppages and breakings 
are among the smallest evils which English 
American banking inflicts on the people of Eng- 
land and the United States. 
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_ The Scotch banking system is essentially the 
same as the old English country banking system. 
The only difference is, that under the old English 
system, no private banking firm could have more 
than six partners, while in Scotland the number 
of partners toa banking firm is unlimited. Yet 
numerous failures occurred under the old English 
systefn. In 1793, upwards of one hundred coun- 
try banks stopped payment, though at that time 
they were prohibited from issuing notes of a less 
denomination than five pounds sterling. 

The modern English Joint-Stock system is es- 
sentially the same as the Scotch banking system, 
yet seldom have commercial embarrassments been 
greater in England, or pecuniary suffering more 
severe, than they have been since the introduc- 

_ tion of the Joint-Stock system. 

Perhaps the superior working of the system in 
Scotland is to be attributed in part to the peculiari- 
ties of the Scotch character. Perhaps it is to be 
attributed to its gradual extension in that coun- 
try as the wants of the country required it, or rather 
as the country acquired strength to bear it. It is 
by degrees that it has reached its present state of 


_ perfection. For many years disorders attended its 


operations. Some of them were of a very serious 
character. 
_ We have seen that even now, with all the aid 
which the experience of a century has given in 
the management of the system, backed by Scotch 
prudence, its operation produces tremendous com- 
mercial revulsions. How it would operate, if 
Bank and State were separated in Great Britain, 
is another question. ‘The true principles of com- 
- mercial banking require that every bank note is- 
sued, should represent a real bill of exchange, or 
something equivalent thereto, and that every bill 
of exchange should represent merchandise which 
may be sold in time to enable the merchant to 
take up the bill he has had discounted at bank, 
and thus enable the bank to redeem the note it 
has issued. This fundamental principle is de- 
parted from in England and Scotland, where bank 
notes are received in payment of public dues. 
The Bank of England, as a government machine, 
deranges the operations of all the other banks, 
and would doso even if they were allowed to issue 

no notes of a less denomination than 100 dollars. 
__In the United States, a banking system founded 
on the principles of the Scotch system, would pro- 
bably work well, provided, 

Ist. That the concerns of both the State and 
Federal Governments be separated from those of 
the banks. 


2nd. That no note be issued of a less denomi-— 
nation than 50 dollars. 

3rd. That a bankrupt act be passed, which, in 
case any banker fails to fulfil his engagements, 
shall immediately transfer his property to com- 
missioners for the benefit of his creditors. 

After all, the old Lancashire system of banking 
is, perhaps, the best. The bankers there issued 
no notes of their own, and bona fide bills of ex- 
change were the chief commercial medium in all 
large transactions. ‘They passed by indorsement 
from man to man, and the last holder had his 
remedy at law not only against the drawer, but 
against every endorser. It may be asked what 
advantage is there in such a medium over bank 
notes which shall represent such bills of exchange 
actually in the vaults of the bank? The princi- 
pal advantage is, that through them we see the 
beginning and the end of every credit transac- 
tion. The bill of exchange falls due on a definite 
day, and then it must be paid or dishonored. 
Bank notes, though always due, are, in the ag- 
gregate, never paid, and by one contrivance or 
another, payment of them is deferred so long, 
that at length it becomes impossible to pay them 
at all. 





TIMES HAVE CHANGED. 


The “ Inquiry into.the Principles of the Ameri- 
can Banking System,” which we are republishing 
in this Journal, because it is impossible for us to 
produce any thing better, was written about ten 
years ago. On reading the nineteenth chapter, 
which appears in the present number, we have 
been forcibly struck with the change that a few 
years have produced. We have therein said, “It 
is seldom we see a ‘ bank ticket,’ or a ‘ money cor- 
poration ticket’ on the election ground.” Now, 
the banks take the field openly. | 

The change that has taken place in the public 
press, is hardly less remarkable. Irom May 1823 
to February 1831, we edited the Philadelphia Ga- 
zette. We entertained the same views of our 
banking system then that we do now; and endeav- 
ored to give expression to our opinions, but found 
that every truth we told cost us eight dollars,— 
that is to say, lost us a daily subscriber. During 
this period there was not another daily paper in 
the country, in which the subject of bank reform 
was a leading topic; nor, that we know of, any 
weekly papers, except two or three conducted by 
the working men of New York and Philadelphia. 

Now, the evils which our banking system cre- 
ates, and the means which should be taken to 
remedy them, are prominent subjects of discus- 
sion, in perhaps one third of the American news- 


papers. 

This change in the public press is in part to be 
attributed to the developement which has since 
taken place of the evils of the paper money 
tem; but it is owing in part to the establishment 


Original from 


q =, rR 4 — 7 
INDI: ASITY 
Ce Si neal 


° a i A 








———— 


of small papers in our large cities, cy eae not 
by subscriptions, but by daily sales. ‘T'o the pen- 
ny press belongs the credit of having given such 
a direction to public opinion, that the conductors 
of many of the] papers can now tell the truth 
in respect to banking, without fear of thereby in- 
volving themselves in total ruin. 

Another ange has taken place, in the subject 
of bank reform having been madea a question, 
—imperfectly so, we admit.— Would that it were 
entirely so. If all that are sincerely desirous of 
seeing established a sound money and sound credit 
system, were united in one partys it would not be 

before that object would be accomplished.— 
As the charter of the United States Bank has ex- 
Ohi one grand obstacle to a reform is removed. 
ow let the attention of the State Legislatures 
be directed to the true principles of credit and 
currency. It is through their action, principally, 
and not th that of the Federal Government, 
that a reform is to be effected. 





BANK FAILURES. 


The Washington Bank of New York stopped 
pdt of its notes on Monday, November Ist. 

his is one of what are called the “ free banks.” 

The charter of the Bank of Bennington, Ver- 
mont, expired on the Ist of January: but its notes 
continued to enjoy a good degree of credit. Some 
weeks ago, it was stated that the agents of the 
bank had failed to redeem its obligations. Then 
the statement was contradicted. “But now,” says 
the N. Y. Commercial Gazette, “the discount on 
its paper is fifty per cent., and but few brokers will 
touch it even at that.” 

“Immediately after the failure of the Union 
Bank of Montreal, its agents,” says the N. Y. Com- 
mercial Gazette, “promised a redemption of its 
notes within a few days. This has not been com- 
plied with, from which it is evident, the deception 
practised in effecting a circulation, was continued 
to the end.” 

An injunction has been placed on the Still Wa- 
ter Canal Bank, at Orono, Maine. ‘The Bank 
Commissioners say in their report that this insti- 
tution has been in the hands of New York specu- 
lators. Its affairs were in some way connected 
with those of the Washington Bank of that city. 
One of the papers states that the circulation of this 
Stillwater Canal Bank amounted to $25,000, and its 
specie to five dollars and forty-one cents, in pennies, 

The Bank of Buffalo, N. Y., stopped ment 
on the Ist of November. The Bank of Olean, 
N. Y., is also to be numbered among the broken. 
Its notes sell at 15 a 25 per cent. discount. 


BANK DEFAULTS. 


Mr. Sylvester Spencer, who has for many 
years had charge of the Pension Office attached 
to the Mechanics’ Bank of New York, is charged 
with being a defaulter in the amount of about 
eleven thousand dollars. From the statements 
that have been made, it seems that most of the 
money went into the Washington Bank of New 
York, by which it was used to give a temporary 
credit to the notes of the Bank of Monmouth, N. 
J. This said Bank of Monmouth failed in 1828, 
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and paid its creditors twenty cents in the dollar. 
Now, by means of abstractions from one bank, and 


By the ali'Gerived front he eee ae 
it has been “set agoing” again. A ; 
states that a large amount of its notes have be 


sent westward Ge parce oe 
It is to state that Mr. Sylvester, 


acc of abstracting money from one 
set a new paper money man 
complains that his books and vouchers 
taken from him, and says that if they 
possession, he could sati ily explain hi 
counts. 

The Directors of the Schuylkill Bank of , 
delphia, have lately published an address, in 
they say, “The frauds committed by the 

ier, H. J. Levis, on the bank, appear to ha 

pemomnens kenvee to 1828, and so i ious 
contrived effected were many of them, that it 
has only been by the most thorough research and 
careful examination of documents and papers long 
ae filed away, that they have been beaalll to 

ight.” 

ST his is a beautiful commentary on our banki 
system. It is so constructed, it seems, that frat 
may be perpetrated for ten or twelve years in 
succession, and yet remain undetected by either 
President or Directors. What prudent man will 
hereafter make investments in bank stock? 

J. B. Terry, late teller of the Farmers’ Bank at 
Danville, Virginia, has had his trial, and been ac- 
quitted of the charge of —— robbed that bank of 
$20,000—probably for want of sufficient evidence. 
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BANK DIVIDENDS. 


The banks of the city and county of Philadel- 
phia have, with a few exceptions, recently de- 
clared dividends, some of 24, others of 3 per cent. 

This is an outrage which should be tolerated 
no longer. Banks which cannot, or will not, bey 
their just debts, ought not to be suffered to di 
profits among their stockholders. 





THE FOREIGN NEWS. 


A British vessel of war lately arrived at Rio 
Janeiro, on its way to England, from the Pacific, 
with $2,500,000 in coin and bullion. It left ano- 
ther British vessel of war in the Pacific, waiting 
for a conducta, with $3,000,000 in ie. 
cie naturally goes to England, where specie pay- 
ments are enforced. , 

The notes of the Dutch Government Bank, at 
Surinam, in South America, are said to be at a 
discount of 50 per cent. The Dutch Government 
Bank of Java, in the East Indies, is also in a 
state of suspension. The rate of discount on its 
notes is not stated. 
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EXTRACTS FROM THE PRIVATE DIARY 
OF A CERTAIN BANK DIRECTOR. 


No. VI. 


Sunday.—Did not go to church to-day. My 
clerical friends, the Rev. Matthew McThwackem 
L. L. D. and the Rev. Jeremy Diddler, D. D. are 
both at a watering place, and I have no disposition 
to be bored, as [ have been of late, by discourses 
from strange parsons about honesty, fair dealing, 
and all that sort of thing. 


When the pure gospel oe that is to say 
faith alone, without any reference to charity and 
good works, no person is more disposed than my- 
self to pay due respect to the ministersof religion, 
or to be more attentive to the means of grace. No 
one shall ever see my seat vacant when Diddler or 
MeThwackem fills the pulpit. But I cannot abide 
heresy. 


However, I trust that I did not spend the day 
wholly without profit. [I employed the greater 
part of it in writing to McThwackem and Diddler, 
partly about things spiritual and partly about things 
worldly. I hope their religious zeal for the bene- 
fit of the poor giddy mortals at the watering place, 
will not induce them to relax their exertions for 
the promotion of the rail-road and other specula- 
tions in which we all three are so deeply interested. 
They have families to provide for as well as my- 
self, and ought to recollect that coaches and coun- 
try seats are great conveniences, or rather absolute 
necessaries of life. Nothing would grieve me 
more than to see these two patterns of piety and 
most excellent friends of mine, reduced to the ne- 
cessity of trudging through the mud, after the 
manner of the wretched, infidel Loco-Focos. 

Monday.—The impudence of the Loco-Focos 
does actually exceed all bonnds. This morni 
there was found pasted on our bank door the fol 
lowing advertisement: 


PROPOSALS 
WILL BE RECEIVED FOR BUILDING A 
SUB-TREASURY OFFICE, 
And furnishing the same with 
SLIDING SHELVES, AND HYDROSTATIC BALANCES. 
The building must be constructed of the BEST MATERL- 


ALS, and suitably provided with IRON DOORS, LOCKS, 
BOLTS, and BARS. The vault must be divided into two 


compartments. The first, or 
‘*¥ 0C0-FOCO DEPARTMENT,’ 
FOR GOLD AND SILVER: ¢ 
The second, or 
‘CONSERVATIVE DEPARTMENT,” 
FOR THE SAFE KREPING OF BANK NOTER. 
Architects and others are invited to send in their proposals 


to DEACON GRABALL, who will, in due season, forward 
them to the seat of government. 


The time when this advertisement appeared 
marks the depravity of the age. As it was found 
on the bank door early on Monday morning, it 
must have been put there on Sunday evening.— 
And this is the way in which the Loco-Focos 
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spend thatsacredday! ‘The recent elections must 
have inspirited them, or they would never have 
had the audacity to get out such an advertisement. 


Tuesday.—Sorely troubled about my eldest son, 
Tom. He is sadly afflicted with fits of absence 
of mind. Though a leading member of our Tem- 
perance Society, anda rigid total abstinence man, 
he sometimes, in his fits of abstraction, gulps down 
gin instead of water. This { do not wonder at 
much, for gin and water are so nearly of the same 
color that | am myself sometimes deceived by the 
similitude. But then he makesthe same mistake 
with brandy. These fits come on him so often 
that his very horse seems to have caught them from 
him. This I had occasion to observe some short 
time ago, when I borrowed Tom’s horse and buggy 
to drive McThwackem some eight miles from town, 
to lay the corner-stone of a new church. The 
horse stopped, of his own accord, at the door of 
every tavern on the road, and would not move for- 
ward except on application of the whip. Some- 
times when T'om is half way on his road tochurch, 
these fits of absence of mind come on him, and he 
goes to houses of an indescribable reputation—gam- 
bling houses, for example. Once the poor boy start- 
ed to go toa camp-mecting, and never drew up till he 
gottoarace-ground. ‘The most troublesome symp- 
toms of these fits of absence of mind have, however, 
showed themselves in his frequently signing other 
men’s names to notes, and then raising money on 
them. I have often had to pay large sums on this ac- 
count; and the occasions have become so frequent of 
latef as really to prove very burdensome. Tom, 
when spoken to on the subject, laid all the fault on 
his Miss, who was always getting money from him. 
Asked Tom why he kept so expensive a Miss.— 
Said he could not help it; ‘s’posed it was predes- 
tinated.’ Told Tom not to come over me in that 
way, for if it was predestinated that he should act 
the fool, it was also predestinated that he should 
suffer for his folly. ‘The poor, innocent boy, (he is 
“only thirty years old”) was evidently affected at 
my treating him in a manner so different from my 
wont; and my paternal feelings utterly subdui 
me, I gave him money to hush up the affair. Coul 
not, however, help telling him that it was well he 
was the son of a wealthy Bank Director. If he 
had been the*son of some wretched Loco-Foco, it 
might have gone hard with him. 


Se myself much in want of consolation, I 
sent for old Parson Maultext, and told him of my 
griefs. But he, instead of healing my wounds, 
only tore them open afresh. He said if parents, 
by successful speculations, took away from their 
children the necessity for industry, it must be ex- 
pected that, unless their education was carefully 
guarded, the children would run riot in all kinds 
of excesses. This was all the comfort I got.— 
My poor child’s misfortunes spoken of as down- 
right profligacy—just as if he had been the son of 
some wretched Loco-Foco. 

Some people say that [am neither “ Old School” 
nor * New School,” but a downright Antinomian, 
in principle and in practice, and that son Tom is 
only carrying into effect the lessons I have ee 
him. They may say what they please. W 
care I for their remarks? 


Original from 


INDIANA UNIVERSITY 











. Cheese 
\ Rice, per |b......... 


152 PRICES OF BANK NOTES AND SPECIE. 


Saturday, November 6th, 1841. 





BANKS OF AT NSW YORK; PHILAD’A. 
eee eee eee eee eee — at dis. —ar pr. 
New Hampshi eee eee ee eeeses . — a} dis. — @ 2} pr. 
Vermont. .... 0. ececeeevesceene — @ dis. _ a 2 pr. 
Massachusetts «..0+-ccevererss i @ dis. —a3 pr. 
Rhode Island. ....-.sceceereses — @ dis. —<e3 pr. 
Connecticut. .cecccceccceeences a a ‘dis. —¢e3 pr. 
New York City cere eee ewww wee Standard. 3h a— pr. 
New York State eee eee eee nee —aj& dis. 3 a— pr. 
East Jersey «. seer cesceeneeeens ka—d : = 23 id 
West Jersey See ee ee eee eee ee eee 4 a—dis. Paral s. 
Philadelphia «..--cserceereeeee 4 a—dis. Standard. 
Pennsylvania, East........-.--|4 & 5 a—dis.| Par a} dis. 
* Weal ..crcccccsee 4& 5} a—dis. Par. 
Delawarxe icnccssvcccccvsecsecs 4 a — dis, Par 
Baltimore. ..cecccescevcceccese 3 a— dis. x 


Maryland ...-.cceceeeseeeweees 5 a — dis. 
District of Columbia vseed dete sbe a— dis. 
Virginia . sec eeereeeeeeeceeves — a5} dis. 
-s West eee ee eee ee te eee <a @ =~ Gis, 
North Carolina... ..csscceeces — a5} dis. 
South Carolina. .....ceeccevees 3 & 4} a—dis. 
SD RIES. REE Crs 7 rely Tg 
Alabama Ecaecevackecetencpaes| io a — dis. 
fetish s. onctaee. st aie 
i eee seeseseesetsseesse | E&— is. 
TONMGRSCE ccc ccccccccccssescee —a— dis. 
Kentucky «..-ccesesseseceses . 9 a — dis. 
REIMOOUEE cio ci ce dc ccuvepccccéne j 
Illinois eRe eee eee R& 15 a dis. 
SrGiRe. %s cad écnan ce cavatcete _ @ 12} dis. 
Ohio eewee Tee eee eee eee eee 12} a — dis. 
Michigan «sess -eersereereeees <2 a — dis. 


American Gold, (new coinage).| Par a — p. 
Sove eee ee eeeeenseereee 4.R4 
Hea uineas eee ee eee ee nee 5.00 a 5.05 
Spanish Doubloons.......+.+..+|16.30 @ 16.50 
Patriot Doubloons.....«...+.+++!15.90 @ 16.00 
nish DOMED. occ cuss ovaes —asg pr. 
exican Dollars ....+..eesee0. —aQ pr. 
Five France Pieces....+...s0056 — a 95 cents 
Half Dollars ........ steer eeeee —al pr. 


BILLS OF EXCHANGE ON 


London Ce eee eee 93 a 10 pr. 


POOR. dds ou dttnns bhDb ch ts.0e8 5.20 a — 
Pi ERIs dott ta + aks 6 cas vanes es 6 — a40j} 
Hamburg «.-.ceseoccecresesees am 
ML © ive va'decou se cesbesnes 78 a 
PMN is Sudibs ce eldtude Seeedé an’ i 


Sener Witte. 2s onn00d 40 a iaetn wake 
Philadelphia ......cceeesenveee 
Baltimore. 


eee ee eee eee ee te ee eee 


Richmond 

North Carolima.......seseeeses 

Charleston ...... Seosepesesoues 

UOT i 6 ok <% clee pactecuscet 

Fae nhegn Re eee eee ee ee ee tee 
umbus..... Fae ee ee ee tere eee 


3 
5 
i 
2 
2 
12 
HRC rs a ei vate cent 6alcecnecedt 14 
7b 
2} 
25 
10 
8} 
bi 
9 
9 


— 
e 
£ 


PERT o's iS hath oh xe wdc dakar 
New Orleans. ...... weer eee eee 
SEMENME.. bias ds bene db oes Pode 3 
Nashville ...... saws Colca men 
St. Louis *fte eevee eeeeeeeeneeeee 
Louisville eee ee een ee ee eee eee eee 
CHMOINDER a 000d <cccevwee diab t-o 
Michigan ....scccccccsccavsee . 


PRICES OF PRODUCE. 
Cotton, New Orleans, per Ib...-| 7} @ 12 
DOIG 6.66 cet sa wideksa 73 a lil} 


—S8ea- 
& 
B 


—_ 
SSQusSr 
& 
w 


Upland.......+. "eee ** 7. a 10} 
Flour, Western Canal, per bbl.| 6.00 a — 
Philadelphia............ aa ss —— 
PEWS WIGMEs ccuncccses ace) BOL 6 
Indian Meal .......... -| 3.12} a 3.25 
Grain—Wheat, per bush....... 1.25 @ 1.35 


FO ve csapecnvcesces oe 


Oats 
Iron, Amer.; Pig, No. 1, per ton 
Bar roll ° 


&S 


eee eeee 


Lead, Pig, iit. tits os shbbes @ 
Tobacco, Richmond, Ue cass 
North Carolina ...... 
Kentucky... .......0+- 

Wool, American, Merino, per lb. 
Common ..... 

Pier Rees oes TAB Scns 
Provisions, Mess Beef, per bbl. . 
Pen Teka pee ees 

Hams, per Ib....... 
Lard, per Ib........ 

, per Ib...... 


wo Bs 
acock S85 usa. 3S! & | 
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——a 3} pr. 
4.95 a 5.00 
—_ 4 —— 
16.55 a 16.60 
16.00 a 16.10 
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THE UNITED STATES BANK. 


In the case of the United States versus this bank, a ver- 
dict has been given in favour of Government for 
The Bank, as a set-off, claimed dam on a protested bill 
of exchange, but the claim was not itted by the jury. 

The money with which Mr. Jaudon paid the interest on 
some of the outstanding obligations of the bank in Europe, 
is said to have been raised by a sale of notes of the Bank 
in the Philadelphia and New York markets. By thus throw- 
ing an additional amount of notes in circulation, all the 
holders of the United States Bank paper were injured. 
But what of that? It is the interest of brokers, and 
others who are largely indebted to the bank, to depreciate 
its notes as much as possible. The farther the ation 
proceeds, the easier will they find it to pay the debts they 
owe to the bank. 

The paper of the bank is now at 37 and 38 per cent, dis- 
count. Its stock sells at about $4 a share. 


EXCHANGES AT COLUMBUS, GEORGIA. 


The Georgia Argus contains an “ Excha Table, cor- 
rected weekly by the Western Insurance and Trust Com- 
pany of the City of Columbus, Georgia.” It differs from 
most of the exchange tables published to the south and west 
of New York, in making specie the standard of reference, 
instead of the depreciated notes of the local banks. Thus, 
exchange on New York is quoted at 2}4@3 per cent. 
mium, which is but little, if any thing, more than the 
of transporting specie from Columbus to New York ; 
the notes of Bank of Columbus, and of the Plan 
and Mechanics’ Bank of Columbus, are quoted at 9 per cent. 
discount. This table gives the true rate of exchange. 
Most tables of the kind confound together two things 
are quite distinct — namely, the rate of exchange, and de- 
preciation of local currency. 

It may be said that we ourselves do this, in giving the 
rates of exchange at Philadelphia. But herein we are mere 
copyists from regular Commercial Lists; and the espe- 
cial object of our table, is to afford an opportunity of com- 
paring the prices of bank notes and produce and the rates 
of exchanges, at Philadelphia, the centre of the rotten 
bank system, with their prices at New York, the centre of 
the relatively sound. here there is no object of this kind 
in view, and especially where the local currencies are at a 
great discount, we think it would be highly advantageous 
to adopt the Columbus mode of quoting exchanges. [t would 
serve a8 a corrective of some very burtful popular delusions. 


RATES OF EXCHANGE. 


The rates of foreign exchange are such that it continues 
to be profitable to export specie, and it is leaving the coun- 
try in large amounts. From a table published in the New 
York Ex , it appears that the amount exported from 
N. York from the Ist to the 27th of October, was $1,435,082. 

This great demand at New York for specie for exporta- 
tion, has caused the rate of exchange to turn in favour of 
Philadelphia. We know what we are saying. As measured 
in our depreciated local currency, exchange is against us: 
but as measured in specie, it is in our favour. We know 
of a house that last week bought a bill of exchange on New 
York with specie, and received for it } per cent. premium. 


THE STOCK MARKET. 


Stocks of all kinds continue dull. The par value of shares 
of the eo Bank, is $400, but they will hardly 
bring $200. The par value of shares in the Girard Bank, is 
$50; but they are quoted at $22}. The par value of shares 
in the Philadelphia Bank, is $100. For these $58 are offer- 
ed, and $60 asked. 

State stocks are equally depressed. -For Pennsylvania 
fives, $71 are offered, and $73 asked. This is lower than 
they have ever been before. Illinois fives are at about $40. 


BANK NOTES. 


On comparing the tables of October 2% and November 6th, 
we find that at New York Philadelphia bank notes have 
sunk from 3} discount to 4; and the notes of the other 
banks of Pennsylvania, West Jersey, and Virginia, in about 
the like proportion. Ohio notes have in the same period 
sunk from 10 per cent. discount to 12}; Indiana from 10 te 
124; and Illinois from 10 to 12 4 15. 

his fall is probably not owe: to any increase in the 
amount of the local currencies of the states here mentioned; 
but to the great demand at New York for specie for exporta- 
tion. 


The Louisiana Advertiser. Oct. 27, published the whole of 
our chapter, “‘ Is Paper Money cheaper than Specie ?” (See 
No. 8) as an editorial. We feel gratified at the currency 
thus given to our sentiments; and also to the friend, who 
through the New Orleans Evening Post, pointed to the 
source whence the editorial waa derived. 

A communication on the subject of Paper Money in 
Rhode Island, we purpose to publish in our next number. 

1H The aoe on “ Speculations in Bank Stock, and 
other Stock Jobbing,” begun in our last, is concluded on the 
next page. 
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OF THE AMERICAN BANKING SYSTEM. 


_ Sometimes the funds of a bank are em- 
ployed in purchasing its stock, and then if 
price offered is sufficiently high, those 
who have the management contrive to sell 
their own shares. In 1826, four thousand 
eight hundred and eighty-three shares of the 
Franklin Bank of New York, were bought 
up with the funds of the Bank, at an advance 
of sixty-two thousand eight hundred and fifty 
dollars. When an investigation was made 
of the affairs of this bank, in 1828, it was 
found there was not enough left to pay the 
remaining stockholders fifty cents in a dollar. 
When a bank gets into difficulties, it some- 
fimes sustains itself for a period, and affords 
its agents a considerable chance of profit, by 
allowing them to have its notes at a discount, 
on condition of their putting them in circula- 
tion in distant places. On an investigation 
of the affairs of the State Bank at Trenton, 
in 1825, it was proved that one of its agents 
had sold bills of the bank to the amount of 
eighteen thousand five hundred dollars, at an 
average discount of thirty-seven and a half 
percent. The very day before the bank 
stopped payment, its notes were quoted in 
the Philadelphia Price Current, at only one 
and a half per cent. discount. 

Every now and then the speculators find 
it convenient to break abank. ‘This enables 
them to purchase up the notes at a discount, 
and therewith pay wltat they owe to the 
bank. ‘* There are instances,” says Mr. 
Gallatin, “in which the stockholders, by 
paying for their shares in their own notes, 
and afterwards redeeming their notes with 
the stock in their name, suffered no loss; and 
this fell exclusively on the holders of bank 
notes and depositors.” 

“In the New York American, for June 
1825, the following account is given of a 

lan of operation which was adopted by the 
esing ones of that city. 

“The mode of proceeding is simple and 
not expensive, and acquires strength by its 
own action. We will illustrate it by a case. 
It is desired to get possession of Insurance 
Company A, forexample. The stock bears 
a premium in the market, say of five per 
cent. Enough money is raised among the 
contributors to pay the premium; and the 
residue is borrowed from other individuals or 
companies, on a pledge of the stock A, at 
par. The original advance of the combina- 
tion is thus small, and they are thence ena- 
bled to be operating in the stock of many 
companies at once, till, having acquired a 
control in the several concerns, they turn out 
ali the old administrators, put in their own 
* 


men, and then go to work again with renewed 
energy, and means increased by the whole 
amount of the capitals they have thus acquired 
the control of. By artful management, assj- 
duous puffing, magnificent predictions, and 
supplies of stock skilfully curtailed as the 
demand increases, any one of the stocks 
thus owned, may be blown up to an absurd 
rate, and spared as a favor to the public, 
until the managers have sold all out, and 
realized their profits, leaving the new pur- 
chasers to come in and assist at the bursting 
of the bubble.” 

The editor of another New York paper, 
the Inquirer, said, in June, 1826, that certain 
men had, “ by their bonds, rags, and hypo- 
theeation of stock, managed to control a 
nominal capital of nearly four millions of 
dollars in different institutions, and I do not 
believe,’’ continued he, *‘ the whole confed- 
eracy is worth one hundred thousand dollars.”’ 

The same editor afterwards gave a list of 
thirty-four Banking, Insurance, and other 
companies, all which, he asserted, were under 
the control of a certain gang of stock-jobbers. 

If a legislature will only grant charters 
enough, the speculators will have no difficulty 
in providing a full ** assortment’’ of stocks— 
Banking, Insurance, and of every other de- 
scription that may be wanted to suit all the 
varieties of taste to be found in men and 
women who have money to part with. If 
they have one bank under control, they can 
use that as the means of putting half a dozen 
other corporations into active business. In 
this way, the Northern Bank of Pennsylva- 
nia was set a going by means of a certificate 
for thirty-five thousand dollars satd to be 
deposited in one of the New York Banks: 
and the Sutton Bank of Massachusetts was 
put in operation by means of fifty thousand. 
dollars in specie, borrowed for one day from 
the City Bank of Boston. 

Several of the kind of doings described in 
this chapter, are regarded with horror by 
banks which have reputations to sustain. But 
in a view of the whole system, it is neces- 
sary to take them into consideration. The 
aggregate of loss sustained by simple-minded 
people, through such doings, is enormous. 

Another way of making money through 
the medium of incorporated paper-money 
banks, is by dealing in government stocks. 
Voltaire gives us some insight into this, in 
one of his letters from Ferney, in Switzer- 
land. 

‘‘ Here I am,” he says, “ living in a way 
suited to my habits, and caring but little for 
to-morrow; for I have a friend, a director in 
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AN INQUIRY INTO THE PRINCIPLES 


the Bank of France, who writes to me 
whenever money is to be made in the public 
funds. Sometimes he writes to me desiring 
me to sell, because the Bank is going to 
withdraw its notes; at other times, he bids 
me to buy, for we are going to issue a quan- 
tity of notes ; and so, through the kindness 
of my friend, I always make money, though 
living two hundred miles from Paris.” 


CHAPTER XIX. 


Of the Ways and Means by which Bank 
Charters are obtained and renewed. 


Wuen a bill was under consideration in 
the year 1828, to renew the charter of the 
New York State Bank, General Root, then 
speaker of the Senate of that Commonwealth, 
made a speech, a part of which is well worthy 
of preservation. 

«The Bank was,”’ he said, ** chartered in 
1803. Who were the original applicants, 
and what were the representations made to’ 
the country members, it is not necessary to 
state: at all events, it was to be a State 
Bank, and ‘a democratic one. I was urged 
to be a subscriber to the Bank ; it was said 
the shares were to be scattered over the 
State, and the members of the legislature 
were to have shares. It was one of the 
most open, palpable, barefaced acts of bribery 
that can be imagined. I was induced to 
subscribe; but I lost all the shares but a 
few: they said they had lost the subscrip- 
tion paper, or some such thing. So I told 
them I would not take any. Afterwards a 
gentleman who came from Albany to Dela- 
ware, (7. e. Delaware County, N. Y.) brought 
me a script for eight shares. I told them 
I would not have any; so they kept them to 
themselves, I suppose.”’ 

In the year 1816, Mr. Hopkinson, of 
Philadelphia, had the boldness to declare to 
Congress, that he ‘‘ considered the litter of 
banks lately created in Pennsylvania, as the 
offspring of private legislation and legislative 
fraud.” 

A few years since, a senator from Phila- 
delphia County was heard to lament that a 
number of shares had been reserved for him 
in a certain corporation, (not a bank,) the 
bill for establishing which, he had assisted 
in passing through the legislature. The 
speculation turning out unfortunate, he had 
lost, instead of gaining, by his services as a 
stock-jobbing law-giver. 


There was great struggling for the script 
of the Spring Garden Bank. But we know 
a member of the legislature who merely in- 
timated his wish to have a certain number 
of shares in that institution, and his wish 
was gratified. 

A distinguished statesman has lately in- 
timated “that there is no law against the 
banks’ subsidizing the public press.”” With 
equal truth, it may be said, that there is no 
law to prevent members of the legislature 
from partaking of the advantages of the cor- 
porations they themselves establish. Still it 
is proper that such facts should be known 
by the people. 

Another great inducement with members 
of the legislature to vote for new banks is, 
that they may have the means of rewarding 
the township and ward politicians, the ‘* dele- 
gates’’ and ‘* conferees,’’ to whom they are 
indebted for their nominations. In selecti 
‘‘commissioners,”’ they have the means o 
paying a debt of gratitude to some men, and 
of laying others under personal obligations 
which they hope will not be forgotten. 

To get a majority to vote for a new bank, 
is, in some instances, no difficult under- 
taking. In Pennsylvania, thefe is a mode 
of running bills through both houses, known 
technically as ‘‘log-rolling.” ‘The figure of 
speech is borrowed from the practice of the 
original settlers, whe, after cutting down the 
trees on their tracts of land, used to assem- 
ble together to roll the logs into heaps.— 
What could not be done by one man, the 
united strength of many made easy. In like 
manner, the members of the legislature who 
are interested in local, personal, or corpora- 
tion bills, unite their strength, and roll them 
all through both houses. In this way, it 
may chance that fifty or a hundred bills are 
passed in the course of a session, each of 
which, if suffered to rest on its own merit, 
would have been rejected. 

Many members of the legislature are 
averse to this practice; but some of them 
are reluctantly brought into it, by the refusal 
of the ‘‘log-rolling’?’ members to vote for 
good public bills, unless their own private 
bills are passed at the same time. 

The same system is known in the other 
States, by other names; and it will readily 
be believed, that where it prevails, special 
privileges will be conferred on companies 
under any and every pretext. Such is the 
effect it has on American legislation, that a 
stranger, on inspecting the list of acts annu- 
ally passed, might suppose our State Govern- 
ments had been established for the special 
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OF THE AMERICAN BANKING SYSTEM. 


benefit of stock-jobbers and speculators. In 
1826, the Governor of Massachusetts de- 
elared that, within the preceding five years, 
charters had been granted to corporations 
within that Commonwealth, with authority 
to hold thirty millions of property. This 
was exclusive of charters to Banking, In- 
surance, Canal and Rail-Road Companies. 
The Governor of Delaware stated, in his 
official message in 1825, that there were then 
eighty corporations in that small State. 

No doubt many legislators think that, in 
voting for new banks, they are promoting the 
welfare of their constituents. But the preva- 
lence of false views of the money corpora- 
tion system, in legislative bodies, is to be 
attributed mainly to the exertions of those 
members who have a personal or political 
interest in establishing and supporting such 
institutions. 

If a bank only preserves a tolerable credit, 
the renewal of its charter follows as a matter 
of course. At least, we have met with no 
instance on record, of refusal to renew the 
charter of a State bank which had not com- 
mitted some open act of bankruptcy. How 
far a bank may be entitled to the credit it 
enjoys, is seldom inquired into. ‘Too many 
interests are then concerned. Those who 
have bought stock at second-hand, know not, 
if the bank were compelled to wind up, if 
its assets would cover its debts. Some of 
the borrowers from the bank feel alarmed, 
for, if called on to pay what they owe, 
their insolvency may be made apparent, and 
the means of living in splendor be taken away 
from them. A clerkship of six hundred dol- 
lars per annum, makes a man a firm friend 
of the banking system: and he who has had 
an accommodation note discounted, of the 
amount of only five hundred dollars, feels 
unpleasant if you hint at the possibility of a 
eharter’s not being renewed. Such is the 
weakness of human nature, that if a man 
owns only a hundred dollars’ worth of stock, 
it makes him less an enemy to money corpo- 
rations than he otherwise might be. 

Whenever the legislature creates a bank, 
it by the same act creates an interest sufficient 
to sustain that bank, under all circumstances 
but those of open bankruptcy. And, as if to 

ive these various interests as much power 
as possible, it has been contrived in Pennsyl- 
vania, that the charters of nearly all the banks 
shall expire at the same time. 

The extent of bank influence is not easily 
Bee It is seldom we see a * bank 
ticket,” or a ‘ money corporation ticket” on 
the election ground: but when questions are 
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agitated which affect this mterest, the banks 
have agents at work, whose operations are 
the more effective because they are unseen. 
The result usually is, placing the names of 
friends of paper money on all the tickets. 

Over the periodical press, the banks have 
greatpower. Few journalists can venture to 
expose the money corporation system, in 
such plain terms as every body would under- 
stand, without risking the means of support 
for themselves and families. Newspaper 
editors have as much independence of prin- 
ciple as other men ; but they are far from be- 
ing independent in circumstances. ‘The ne- 
glect of subscribers to pay up arrears, has 
brought many of them in debt to the banks. 
Others who are not in debt, are supported 
principally by the patronage of the banking 
interest.* 

In England it is possible to assail both the 
ecclesiastical and the hereditary aristocracy, 
through the medium of the periodical press. 
Under all the evils the people of that country 
suffer, they have the consolation of enjoying 
freedom of discussion : but notwithstanding 
our boasted liberty in the United States, free 
and full expositions of the principal cause of 
our social evils would not be tolerated.t 

In some respects, the banks have more 
power than the government itself. They 
hold the purse strings of the nation. ‘They 


* In a speech in Congress in 1816, Mr. Calhoun, referring 
to the state of the currency, said, “the evil he desired to 
remedy was a deep one; almost incurable; because, con- 
nected with public opinion, over which banks have a great 
control; they have, in a great measure, a control over the 
press; for the proof of which he referred to the fact, that 
the present wretched state of the circulating medium, had 
scarcely been denounced by a single paper in the United 
States.” 


{* Previous to commencing this pamphlet,” says Mr. Ca- 
rey, in a publication made in 1816, “and during its progress 
in my hands, prudence and discretion have been constantly 
exerting themselves to ro my zeal, and to deter me from 
the undertaking. They have incessantly spread before my 
eyes the risk of offending those powerful bodies, the direc- 
tors of the banks, who have so many opportunities of making 
their indignation be felt, and some of whom may not be 
above the mean and malignant desire of availing themselves 
of those opportunities. 

“ To the soundness of these suggestions, I must freely as- 
sent. It is plain and practicable. And were I to consult 
my own porscans advantage or comfort, I should bow down 
in humble submission to their authority. I am well aware 
of the risk [run. I know if there be at any of the boards 
any portion of malice or resentment, (and were there ever 
twelve men assembled together without a portion of malice 
or teeeetmeeads) it will be roused into action to persecute the 
wan Who has dared to arraign their institutions at the bar 
of the public, and to accuse them of gross errors, which have 
produced a fertile crop of misfortunes and distress to our 
citizens. 

“Another consequence equally clear, is present to my 
view. One bank director, actuated by malice and resentment, 
would do me more injury in a day, than one hundred of those 
whose cause I gadertake to defend, would do me good in 
seven years. The malice of the one would be strong, lasting, 
insatiable, and as vigilant as Argus, with his hundred eyes, 
to gratify his spleen. The Caner or the gratitude of the 
others, would be cold, torpid and lifeless.” 

Mr. Carey was then, and at all times, a supporter of the 
banking system. The object of his letters was simply to in- 
vestigate the policy of a curtailment of accommodations 
made by the banks. 
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can buy off enemies, and they have the 
a in various ways of rewarding friends. 


eir fund for the circulation of pamphlets’ 
is not easily exhausted. ‘They require no 


formal treaties to induce them to act in con- 
cert. ‘They are ready organized for all ocea- 
sions. ‘The direct power their charters give 
them, and the additional power they acquire 
by their diversified operations, make them all 
but resistless. 

In the United States, there always have 
been, and there are now, a great number of 
men opposed to the money corporation and 
paper-money system; but their opposition 
has produced little effect. In the bank con- 
troversy there is, on the one side, the strong 
feeling of private interest supported by party 
discipline ; and on the other side, the com- 
paratively weak feeling of patriotism, with- 
out any aid from party organization. The 
friends of the banking system act in concert ; 
its opponents act singly, if they act at all.— 
Against any kind of action, there are various 
discouragements. If a proposition is made 
to establish a new bank, it seems hardly 
worth while to oppose it, for one bank more 
or less can have no great effect. ‘The ques- 
tion immediately occurs on such occasions, 
why should not these men, as well as others, 
he permitted to share the profits of banking ? 
Every new bank does, indeed, increase the 
difficulty of reform; but the prospect of re- 
form seems so remote as to be with many 
thought hardly worthy of attention. 

Other difficulties arise from the system’s 
having received the sanction of the Federal 
government, as well as that of the State gov- 
ernments. If any one of the States was dis- 
posed to establish a system of sound currency 
and sound credit, it would find the work im- 
practicable, so long as a paper money bank, 
incorporated by the United States govern- 
ment, continues in existence. If a proposi- 
tion is made to suffer the charter of the 
United States Bank to expire, we are startled 
with the prospect of a multitude of State 
banks, issuing paper without limits, and fail- 
ing to redeem their notes with specie. 

It ought to excite no surprise that, under 
such circumstances, the paper money system 
has, notwithstanding the great evils it has 
produced, been prolonged to the present time, 
and that itis daily strengthening and extend- 
ing itself. ‘To get rid of it suddenly is im- 
possible. ‘To remove it would require a 
regular plan of operations, the carrying of 
which into effect would employ a series of 
years. Such a plan of operations could be 
earried into effect by a party which would 


_be willing to sacrifice all merely pornaars re= 
_ dilections and antipathies, for the f 


of breaking down the money corporation and 
paper money system, and restoring to the 


great body of the American people their na- 


tural right of acquiring property by industry 
and economy. ' 
. 


CHAPTER XX. 


Summary View of the Advantages which 
the system gives to some. men over 
olhers. 


Ir two individudls should trade with ond 


“another on the same principle that the banks 


trade with the community, it would soon be — 
seen on which side the advantage lay. IfA 
should pay interest on all the notes he gave, 
and finally pay the notes themselves with his 
own wealth; and if B should receive interest 
on all the notes he issued, and finally pay the 
notes themselves with A’s wealth, A’s loss 
and B’s gain would be in proportion to the 
amount of transactions between them. 

This is the exact principle of American 
banking operations ; but owing to the mullti- 
tude of persons concerned, the nature of the 
transaction is not discovered by the public. 
Regard the whole banking interest as one 
body corporate, and the whole of the rest of 
the community as one body politic, and it 
will be seen that the body politic pays inter- 
est to the body corporate for the whole 
amount of notes received, while the body 
corporate finally satisfies the demand of the 
body politic, by transferring the body poli- 
tic’s own property to its credit. 

In private credit, there is a reciprocity of 
burdens and of benefits. Substantial wealth 
is given when goods are sold, and substantial 
wealth is received when payment is made, 
and an equivalent is allowed for the time 
during which payment is deferred. If A 
took a note from B, endorsed by the richest 
man in the country, he would require interest 
for the time for which payment was post- 
poned. But the banking system reverses 
this natural order. ‘The interest that is 
due to the productive classes which receive 
the bank notes, is paid to the banks that issue 
them. 

If the superior credit the banks enjoy, 
grew out of the natural order of things, it 
would not be a subject of complaint. But 
the banks owe their credit to their charters— 
to special acts of legislation, in their favor, 
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and to their notes being made receivable in 
payment of dues to government. ‘The kind 
of credit which is created for them by law, 
being equipollent with cash in the market, 
enables them to transfer an equal amount of 
‘substantial wealth from the productive classes 
to themselves, giving the productive classes 
only representatives of credit, or evidences 
of debt, in return for the substantial wealth 
which they part with. 

To test the banking principle fairly, let us 
bring down our minds from a country to a 
county, and, to give definiteness to our ideas, 
let us in all instances make round numbers 
the basis of our calculation. 

Suppose a county to contain a thousand 
families of ten persons each, and each family 
to be worth five thousand dollars. The 
wealth of the community is then five millions 
of dollars. One tenth of this wealth, or five 
hundred dollars for each family, we will sup- 
pose to be in silver money. The rest is in 
land, houses, and various commodities. ‘The 
‘state of credit in this county is as sound as 
the state of the currency. The distribution 
of wealth is left to natural laws. 
duction and acquisition of riches are never 
sepazated. Every man enjoys what he pro- 
duces, and what he saves; and no man en- 
joys what is produced or what is saved by 
another. We will suppose the income of 
this community to be one million of dollars, 
or one thousand dollars a year for each fami- 
ly, and that seven hundred thousand dollars 
of this aggregate income is derived from in- 


‘dustry, and the rest from capital, profits be- 


ing at the rate of six per cent. 

In this county are ten men of a speculative 

turn of mind, who grow tired of working and 

saving, and wish to grow rich in some more 
easy way. ‘They apply to the legislature for 
a charter for a bank, with a nominal capital 
of one hundred thousand dollars, divided into 
a thousand shares of one hundred dollars 
each : and their prayer is granted. _ It is pro- 
vided in the charter, that, as soon as five 
dollars shall be paid on each share, the bank 
shall commence operations. ‘The payment 
of the other instalments is, according to the 
custom of Pennsylvania, left to the diseretion 
of the directors. 

The business of banking is new in this 
county, and as none clearly understand its 
operation but the ten speculators, they sub- 
seribe for the whole of the stock, or for one 
hundred shares each. Each of them pays 
down five hundréd dollars, making the whole 
capital paid in, five thousand dollars. 

The bank then commences business, and 


The pro- 


issues notes to the amount of twenty-five 
thousand dollars. By the contrivance of 
‘ convertibility,’’ and by another contrivance 
by which they are made receivable in pay- 
ment of dues to government, the notes become. 
current. The notes are borrowed by the 
speculators. Each speculator has then two 
thousand five hundred dollars at command, 
instead of five hundred. It is true, he pays 
interest to the bank as a borrower: but he 
receives the same interest back as a stock- 
holder. It is evident that the equality, of 
wealth is destroyed. The possession of a 
moneyed capital so much greater than that 
of his neighbors, will give him advantages in 
trade equal to double the amount of interest. 
But estimating his advantages as equal to 
only six per cent., his annual income is in- 
creased from one thousand dollars to one 
thousand one hundred and twenty. His five 
hundred dollars, which formerly yielded him 
but thirty dollars in a year, are now, by their 
conversion into bank stock, made to yield | 
him one hundred and fifty; for each metallic 
dollar is, by this contrivance, made to pro- 
duce to him as much as five did formerly. 

But this is only the first operation of the 
bank. Some of the families in the county 
deposit their silver in the vaults of the bank 
for safe-keeping. Other families, finding that 
bank notes serve all the purposes of domes- 
tic trade, export their silver. ‘This creates a 
new demand for bank notes as a circulating 
medium. In time, the bank finds that its 
permanent deposits of silver are not liable to 
be reduced beyond a certain amount; and to 
increase its profits, itlends a great part of the 
silver to those who export it. 

It may require some years to bring the 
machine into complete operation. The “ pre- 
judices” of some men against paper, and in 
favor of metallic money, are not easily sub- 
dued. But even those with whom the * pre- 
judices” remain, are brought at length, through 
the force of example, through necessity, or 
through some other cause, to make deposits 
in bank, and to pay and receive bank paper. 
Bank medium then becomes the money of 
the county: and as soon as this is effected, 
the regular receipts of the bank may be esti- 
mated as follows : 

On $100,090 of bank notes lent at $6.40 
On $100,000 of active bank credit lent, 6,4 
On $100,000 of silver deposited by some, and lent 

by the bank to others who export it, 6,400 


$19,200 


$5,400 


On this supposition, two hundred thousand 
dollars in metallic money will be left in the 
county, half of which may be in the vaults 
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of the bank, and the other half circulate as 
the medium of retail trade. , os 


In our haste we passed over the payment _ 


of the second, third, and subsequent instal- 
ments of the stock. It was not of such mo- 
ment. ‘The payments were merely nominal. 
The speculators could easily have paid all the 
instalments, after the first, by the profits de- 
rived from the operations of the bank itself. 
But where would have been the use of this? 
The money, if paid in, would have been lent 
and exported. It would have added some- 
thing to the income of the bank. But each 
speculator can make as much by keeping it in 
his own hands. The original sum of five 
thousand dollars, and so much of the silver 
of depositors as is retained, are sufficient to 
support the credit of the bank. Each of the 
speculators, therefore, throws in a note for 
five hundred dollars when the second instal- 
ment becomes due. The bank discounts it; 
pays out its own paper at one counter, and 
receives it back at another, or, perhaps, only 
makes a new credit entry in its books. It is 
true, that the speculators are made debtors to 
the bank for a certain amount as borrowers : 
but they are credited with an equal amount 
as stockholders: and in this way the whole 
of the remaining instalments may be arranged. 
By this contrivance the sum of ninety-five 
thousand dollars will be added to the debts 
due to the bank, but nothing to its circulation 
or responsibilities. 

The time has now come, in which the 
speculators may sell a part or the whole of 
the stock. They may with safety dispose 
of seven hundred and fifty shares, to wid- 
ows, orphans, and literary and charitable in- 
stitutions, for these will never interfere with 
bank management. \ 

We will deduct nine thousand two hundred 
dollars from the gross income of the bank, 
for expenses, losses, and reservations for a 
contingent fund. -It will then be able to divide 
ten per cent. on its nominal capital: and at 
the rate at which permanent annuities are 
valued, stock yielding ten per cent. will be 
estimated as worth in the market one hundred 
and fifty dollars a share. Each of our specu- 
lators sells seventy-five shares of his stock at 
this rate, or for eleven thousand two hundred 
and fifty dollars, and invests the proceeds in 
lands, houses, or merehandize. ‘The risk of 
payment to the bank of the notes discounted, 
he transfers to the purchaser of the stock. 

Thus we see that our ten speculators have, 
by the ‘‘judicious’’ use of five thousand dol- 
lars of metallic money, got transferred to 
them one hundred and twelve thousand five 
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hundred and fifty dollars’ worth of real and | 






- 
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ad 


ity shares of stock, they k 
of the institution in their own hands. 
_ Now we pretend not to say that the account: 
of any one of our American banks would, 





if faithfully exhibited, accord in every par: 


ples, and these are the fundamental principles 


estate. Retaining two hundred and — 
the control 


ticular with this supposed case, Their pro- : 
fits do not appear to be usually as great: but 
extreme cases serve best to illustrate princi- 
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of the American banking system. A small 


amount of metallic money is paid in: the 
other instalments are arranged by the dis- 
counting of stock notes. The bank extends 


its operations by discounts on deposits, and by — 


substituting a paper for a metallic medium: 


and at a suitable time, the founders of the — 


bank sell a portion of the stock, and invest 
the proceeds in lands, houses, and merchan- 
dize. ‘% 

The Bank of Chester County had, on the 
third of November, 1829, a capital of ninety 


thousand dollars, notes in circulatlon to the 


amount of two hundred and nine thousand — 


and sixty-four dollars, and deposits to the 
amount of one hundred and sixty-six thou- 


sand three hundred and seventy-four dollars. 


The specie in its vaults amounted to sixty-one 
thousand four hundred and sixty-two dollars, 
and the investments on which it was drawin 
interest amounted apparently to four hone 
and fifty-one thousand six hundred and sixty- 
three dollars. ‘The circulation and deposits 
of the Bank of Chester were altogether three 
hundred and seventy-five thousand four hun- 
dred and thirty-eight. ‘Those of the bank in 
the case supposed, for the sake of illustrating 
the principle, were only three hundred thou- 
sand dollars. The investments of the Bank 
of Chester, yielding interest, amounted to 
four hundred and fifty-one thousand six hun- 
dred and sixty-three. ‘Those of the supposed 
bank, to only three hundred and ninety-five 
thousand, including the stock notes of the 
ten founders of the bank. 

It may be, that the whole ninety thousand 
of the capital of the Bank of Chester was 
paid in, without any resort to discounting of 
stock notes, or any similar contrivances. But 
if it was, there was nothing in the principles 
of the system to prevent the stock of the 
Bank of Chester from being filled up in the 
way which is usual in establishing new banks 
in America. The Bank of Chester County 
having gone into operation in the year in 
which specie payments were suspended, the 
filling up of its stock must have been an easy 
process, whatever method was adopted. 
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As it is public credit that supports the 
banks, and not the banks that support public 
eredit—as the deposits of the banks are the 

rty of the community generally, and as 
the profits derived from circulation come from 
the community generally, they ought to go 
to the community generally, and be used (if 
used atall) to lighten the burdens of taxation. 
If,’ says Ricardo, ‘‘a charter were about to 
expire, the public might question the policy 
of permitting a company to enjoy all the ad- 
vantages which attend the supplying of a great 
country with paper-money. Paper-money 
may be considered as affording a seignorage 
equal to its whole exchangable value—but 
seignorage in all countries belongs to the 
State.” 

If, after the manner of the Scotch banks, the 
American banks paid four per cent. interest 
on deposits, and granted discounts at the rate 
of five per cent., there would be something 
like equity in this department of their opera- 
tions, for one per cent. would not be more 
than a fair commission. But they allow no in- 
terest on deposits, except in New England and 
at times in Baltimore ; though it is, in point 
of fact, through the means of the deposits, 
that they support the credit of the notes they 
have in circulation. 

But the reader will have a very imperfect 
idea of the advantages the present banking 
system gives to some men, if he extends his 
view no further than to the profits derived 
from trading on deposits, from substituting a 
credit medium of commerce for a metallic 
medium, from the formation of bank stock 
secundum arfem, and from the subsequent 
exchange of that bank stock for lands, houses, 
and merchandize. , 

In addition to this, he must take into con- 
sideration— 

What some have gained and others have 
lost, by the various kinds of stock-jobbing 
and usury, to which banking has given rise: 

What some have gained and others lost, 
by that fluctuation of prices which is pro- 
duced by ‘ contractions” and ‘‘ expansions”’ 
of bank medium, and which has made most 
kinds of business more uncertain than a lot- 


What some have gained and others lost, 
through that super-extended system of com- 
mercial credit, which has its origin and sup- 
port in banking : 

What some have gained and others lost, 
by the breaking of upwards of one hundred 
and sixty banks between the years 1811 and 
1830: 

What some have gained and others lost, 
through the circulation of counterfeit notes : 


— 
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What some have gained and others lost, 
by receiving genuine notes at one rate, and 
passing them at another: 

Let him add all these accounts together, 
and he will have a pretty correct idea of what 
some have gained and others have lost by the 
direct operations of the system. 





CHAPTER XXI. 
Of the Remote Consequences of the System. 


Our view of the extent to which paper- 
money banking affects our social condition, 
will be very imperfect, if we confine it to 
the direct operations of the system. ‘These 
are, as it were, but the first links of a long 
extended chain. Each effect becomes in its 
turn a cause; and the remote consequences 
are of more importance than the immediate. 
To prove this, a few plain truths will suf- 
fice. | 

If two men start in life at the same time, 
and the one gets, at the commencement, but 
a small advantage over the other, and retains 
the advantage for twenty or thirty years, 
their fortunes will, at the end of that period, 
be very unequal. 

If a man at the age of twenty-one years, 
is deprived of one hundred dollars which he 
had honestly earned, and honestly saved, 
the injury done to this man must be esti- 
mated by the advantage he would have de- 
rived from the use of his little property dur- 
ing the rest of his life. ‘The want of it 
may prevent his turning his faculties to the 
best account. The loss may dispirit his fu- 
ture exertions. 

If a man is, at any period of his life, de- 
prived of a property, large or small, accumu- 
lated for him by the honest industry and econo- 
my of his ancestors, the wrong done to him is 
of the same character as that which he sus- 
tains when he is unjustly deprived of property 
which was the fruits of his own industry. 
It is the dictate of nature that parents shall 
leave their wealth to their children, and the 
law of the land, in this case, only confirms 
the dictate of nature. 

It is not easy to set bounds to the effects 
of a single act of injustice. If you deprive 
a man of his property, you may thereby 
deprive him of the means of properly edu- 
cating his children, and thus affect the mo- 
ral and intellectual character of his descend- 
ants for several generations. 

Such being the consequences of single 
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acts, we may learn from them to estime » ference in the condition of different ¢ 
the effects of those political and commercial — the community. 
ee e consequence of unequal in 


institutions which operate unequally, — ‘a Ph 7 / 
nal: Ml ; 


lay the foundation of an artificial ineq 


of wealth; and whenever this is de me, t minishing the effective demand for n 
ad a 
- be producers of necessaries, and heme to be 


wealth of the few goes on increz sing j 
ratio of compound interest, while tes 
operations of the very causes to_ the 
few owe their wealth, keep the rest of the 
community in poverty. 

Where the distribution of wealth is left to 
natural and just laws, and the natural con- 
nection of cause and effect is not violated, the 
tendency of “* money to beget money,”’ or ra- 
ther of wealth to produce wealth, is not an 
evil. A man has as strong a natural right to 
the profits which are yielded by the capital 
which was formed by his labor, as he has to 
the immediate product of his labor. Todeny 
this, would be to deny him a right to the 
whole product of his labor. ‘The claims of 
the honest vapitalist and of the honest laborer 
are equally sacred, and rest, in fact, on the 
same foundation. Noris itthe law of nature 
that the idle and improvident shall suffer tem- 
porary inconvenience only. By neglecting 
to form a capital for themselves, they render 
their future labor less productive than it other- 
wise might be: and finally make themselves 
dependant on others for the means of both 
subsistence and employment. 

But unequal political and commercial in- 
stitutions invert the operation of the natural 
and just causes of wealth and poverty—take 
much of the capital of a country from those 
whose industry produced it, and whose econo- 
my saved it, and give it to those who neither 
work nor save. ‘The natural reward of in- 
dustry then goes to the idle, and the natural 
punishment of idleness falls on the industri- 
ous. 

Inasmuch as personal, political, commer- 
cial, and accidental causes, operate sometimes 
in conjunction and sometimes in opposition, 
it is difficult to say, in individual cases, in 
how great a degree wealth or poverty is ow- 
ing to one cause orto another. Harsh judg- 
ments of rich and poor, taking them individu- 
ally, are to be avoided. But it is notorious 
that, as regards different c/asses in different 
countries, wealth and poverty are the conse- 
quences of the positive institutions of those 
countries. Peculiar political privileges are 
commonly the ground of the distinction : but 
peculiar commercial privileges have the same 
effect: and when the foundation of the artifi- 
cial inequality of fortune is once laid, (it mat- 
ters not whether it be by feudal institutions 
or money corporations,) all the subsequent 
operations of society tend to increase the dif- 


ratie 


the demand for \asaries, ad 


ies and comforts. Many being qu: 2 = 
producers of luxuries, the reward of the n 

is reduced, and that of the few raised to ai 
enormous height. ‘The inventor of some new 

means of gratification for the rich, is sure t . 
receive his recompense, though thousands of 
able-bodied men may be starving around Pcs i> 

This may be illustrated by a case - 
from England, where the favorite o inger 
receives her thousands per annum, while the > 
able-bodied agricultural laborer is foreed to 
draw on the parish-rates for subsistence. _ 

Something similar to it may be found in 
our own country, where the coon eae ra; 
ers, dancers, and players of Europe, accumu- . 
late fortunes in a few years, while multita + 
of humble but useful women in all our ‘ 
cities, struggle hard for the means of a | 
subsistence. 

Now there is no cause of complaint in peo- 
ple’s lavishing their thousands on favorite 
singers and dancers, if those thousands have 
been honestly earned and fairly got. But 
if they owe their thousands to political or 
commercial institutions, operating specially 
to their advantage, those political and 
mercial institutions are not of the ki 
conducive to social happiness. + 

Through all the operations of business, th 
effects of an unequal distribution of w ealt a 
may be distinctly traced. The rich ha 
means of rewarding most liberally the p 
sional characters whom they employ, an ‘the 
tradesmen with whom they deal. An aris- 
tocracy in one department of society, intro- 
duces an aristocracy into all. 

These effects are, it is true, most obvious in 
countries where the causes of an artificial ine- 
quality of wealth are of a permanent charac- 
ter, and interwoven with political organiza- 
tion: but they can be discovered in our own 
country. The inequality of reward our 
lawyers and physicians receive, is caused but 
in part by inequality of talent. It is owing 
in part to the inequality of the means of those 
who employ them: and in part to the dispo- 
sition the many have to prefer the lawyer or 
the physician who is patronized by the rich and 
fashionable. ‘They feel that their own educa- 
tion disqualifies them for forming a proper es- 
timate of professional talent, and they take the 
judgment of those who they suppose must, 
from their superior wealth, have better means 
of information, 
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RHODE ISLAND AND PAPER MONEY. 


Extract from “America Dissected, &c.,—by a 
Reverend Divine of the Church of England :— 
Beeeny America, and Doctor of Divinity. — 
Dublin, 1753.” — 


“ The Novanglians in general, the Rhode Island- 
ers in particular, are the only people on earth who 
have hit on the art of enriching themselves by 
running in debt. This will remain no longer a 
mystery, than I have related to your Honor that 
we have no money among us, but a depreciated 
paper currency : and this in the current of thirty 
years has dwindled down from 6s. and 8d. to 4s. 
per ounce. He who disposes of his goods on long 
credit, and another who lends his money at 104 
or even 15 per cent., the first loses his profits, and 
the last some of his principal, besides all the inter- 
est. Indeed,a new act of the British Parliament, 
mponne, passed last winter to restrain us; but 

things are only Bruta Fulmina, and we 
shall go on, I doubt, in our old way of Paper Emis- 
sions, unless the Lord in mercy to ‘us should dis- 
pose the Sovereign Power to vacate our Patent, 
and prevent our destruction by taking us out of 
our own hands !” 


Extract from a letter in the Madison Papers, 
from James Madison to Edmund Randolph—1787. 


* Rhode [sland has negatived a motion for ap- 
pointing deputies to the Convention by a majority 
of twenty-two votes. Nothing can exceed the 
wickedness and folly which continue to reign 
there. All sense of character as well as of right 
is obliterated. Paper Money is still their idol, 
though it is debased to eight for one.” 
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Extract from a letter from James M. Varnum to 
General Washington—1787. 


“ The majority of the administration is composed 
of a licentious number of men, destitute of edu- 
cation, and many of them void of principle. From 
anarchy and confusion they derive their temporary 
consequence ; and this they endeavor to prolong 
by debauching the minds of the common people, 
whose attention is wholly devoted to the abolition 
of debts, public and private. With these are as- 
sociated the disaffected of every description, par- 
ticularly those who were unfriendly during the 
war. Their paper money system, founded in op- 
pression and fraud, they are determined to support 
at every hazard; and rather than relinquish their 
favorite pursuit, they trample upon the most sacred 
obligations.” 


In 1837, the news of the suspension of specie 
payments in the city of New York was received 
with cheers by the people of Providence, who 
were assembled at the steam-boat landing, when 
the boat arrived which brought the intelligence. 

In 1841, at the extra session of Congress, one 
of the Representatives from Rhode Island delivered 
a speech, wherein he defended suspensions of spe- 
cie payments by the banks, on the ground that they 
were beneficial to the people, by enabling them 
to discharge debts contracted in a good currency, 
by payments in a depreciated currency! “Paper 
money is still their idol.” 





GOLD AND SILVER MINES. 


We are informed that a gold mine, which pro- 
mises to be very extensive and unusually rich, 
even for this “gold region,” has lately been dis- 
covered on the land of a Mr. Morrison, thirteen 
miles east of Charlotte. The richest ore is found 
in what miners call “pockets.” One specimen 
we saw, about three times as large asa dollar, con- 
tained one hundred and forty pennyweights of 
gold. The ore, so far as the mine has been 
worked, averages from ten to twelve penny- 
weights of gold to the bushel.— Mecklenburg ON. 
C.) Jeffersonian. 


We have received a communication, detailing 
some particulars of a silver mine recently disco- 
vered in Stafford county, Va., by Wm. Davy. The 
vein issaid to be extensive, and the ores very rich. 
We have seen specimens of the silver. A com- 
petent judge, Mr. Penman, is engaged in examin- 
ing the mine, and will lay before the public the 
result of his investigations as soon as they are 
completed.—Fredericksburg (Va.) Arena. 
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DIARY OF A BANK DIRECTOR. 


EXTRACTS FROM THE PRIVATE DIARY 
OF A CERTAIN BANK DIRECTOR. — 


No. VIL. 


Wednesday.—Turned a penny to-day in a way 
I am Treat enined to saree but in thea hard 
times one must not be over scrupulous about the 
ways and means one takes to get ways and means 
to pay one’s just debts. 

A poor, hardworking Loco-Foco, a boot and shoe 
maker, whose stock in trade, and house furniture 
together, were worth about a thousand dollars, ap- 
plied to me some time ago for a loan of five hun- 
dred. From my anxiety to assist the poor, which 
has always been the leading passion of my life, I 
readily lent him the money, taking a bill of sale 
of all his goods and Chasbele: by way of collateral 
security. It sohappened that I wanted the money 
back sooner than I had expected, and sooner than 
Loco-Foco was prepared to pay it. The conse- 

uence was, that all his stock in trade, and his 
urniture, became my property. His wife and 
children were much afflicted at the loss of their 
little all, and so should I have been too, if the man 
had not been a hard money man in his sentiments, 
and, of course, an infidel. 

So far all was well. I got the boots and shoes, 
leather straps, lap-stones, and all, of Loco-Foco. 
To-day an opportunity occurred of disposing of 
them to advantage. Another Loco-Foco, a flour 
dealer, applied to me for a loan of fifleen hundred 
dollars. ‘Told him I had it not to lend, but was 
willing to let him have my note for three thousand 
dollars, which I could insure him would be 
promptly discounted at our bank. Loco said fif- 
teen hundred were all he wanted. Told Loco I 
could not think of engaging in so small] a transac- 
tion ; but that if he would take his brother Loco’s 
shoes and boots, and pots and pans, and beds and 
bedding, at a valuation of fifteen hundred dollars, 
(which I esteemed very low) and would give me 
am ge on his own house for the remaining 
fifteen hundred dollars, he should have the note 
for three thousand instanter. Loco demurred to 
this. What could he, a flour dealer, do with boots, 
shoes, lasts and lap-stones? Told him that no 
doubt, his brother Loco, the original owner of them, 
would be very glad to buy them of him, on credit, 
However, I did not wish to press the subject on 
him. Loco-Foco spent several hours in running 
about town, trying to raise the money in some 
other way, but as all the banks had come to a reso- 
lution not to advance a cent to any person at all 
infected with the horrible doctrines of Loco-Foco- 
ism, and as the brokers all knew that there was a 
aoe then pending between him and me, 
and they did not like to offend me by interfering, 
he found his or chance of saving himself was in 
accepting my offer. He paid me fifteen hundred 
dollars in hand for the shoe-maker’s stock and fur- 
niture, and the shoe-maker has got his lap-stones 
back, which rather pleases me, though he isa 
Loco-Foco, and, of course, an infidel. As for flour 
dealer Loco-Foco, his house adjoins some property 
of mine ; and when I get possession of it, I can 
make some valuable improvements there which [ 
have long had in contemplation. [t cannot be long 


before the transfer will take place. The very 
means the flour dealer has taken to extricate him- 


‘self from one difficulty will lead him into others, 


and the house is as certainly mine as if I had al- 
ready the title deeds. a 

Thursday.—Received to-day some very wrath- 
ful letters from a bevy of farmers who had wished 
to emigrate to the West, and to whom I had sold 
certain choice spots on Newcraft’s celebrated three 
million acre tract. They find the whole of the 
land they bought of me, ten feet under water. I 
cannot help that. I sold it to them as I bought 
it. The law maxim, caveat emptor, “let the 
purchaser be on his guard,” plainly applies to’ 
this case. After all, they have got a good bar- 

ain. The alluvial which the western rivers 

eposit is very rich; and I have no doubt that 
in about fifteen years these lands will al] be in a 
fit state for cultivation. , 

I had hardly finished these wrathful letters, be- 
fore Quilp, and Digby, and Askincellos, and [ 
know not how many more of our first men, all 
beset me, because of certain doings of mine, to 
which I am sure that none of them can have any 
objections, except that they do not share in the 
profits. Taking for my example certain officers 
of the pattern bank of the United States, I have, 
when the market rate of interest was two or 
per cent. per month, objected to our board's dis- 
counting the notes of the most able merchants at 
bank rates, because money was worth more in the 
street. Still, that the merchants might not suffer, 
{ have invariably directed my private broker to 
discount their notes at the market rate of interest, 
that is to say, two or three per cent. a month, as’ 
the case may be. He then brings the notes tome. 
I mark on them the initial letter of my name.— 
He carries them to the first Teller, who immedi- 
ately lets me have the money for them, at bank 
interest, without consulting the board of Directors. 

It is a snug way of doing business, I confess. 
But as [ have, at no one time, borrowed in this 
way more than 300,000 dollars from the bank, at 
about 6 per cent. per annum, and lent the same to 
the merchants at about 36 per cent., I have not in 
any one year realized’ more than 90,000 dollars 
from this source.* I know not why Quilp, Digby, 
and Askincellos should complain of this. The 
indeed gain nothing by it: but neither do they 
lose any thing by it. avy however, is so deeply 
seated in some minds, they cannot regard the 
smallest good luck on the part of another, with 
any feelings of complacency. 

Friday.—Well, there is one of my children, at 
least, with whom I have akundant cause to be 
satisfied. My second son, Bob, who set out a few 
years ago with nothing but a letter of advice (not 
a letter of credit) from me, has returned home 
with a fortune of at least half a million. 


To relate Bob’s story would be as good as to 
write a treatise on banking, for it illustrates all 
the art and mystery of our craft. When Bob ar- 
rived at his place of destination he had not one 
cent in his pocket, but he so ingratiated himself 


* We have heard of such doings as this in a certain great 
bank jn Philadelphia: but can it be possible that they take 
place in the’well regulated banks of Boston ?—Zd. Jour. of 
Banking. 
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DIARY OF A BANK DIRECTOR. 


with his landlady and his washerwoman, that they 
made no demand for payment for a whole month, 
and by this time he had established so good a credit 
with the storekeepers and other substantial resi- 
dents, that he found it easy enongh to pay his board 
and incidental expenses. When those from whom 
he borrowed wished to be repaid, he always got 
the means by borrowing from others. Being an 
industrious, enterprising lad, he immediately set 
to work to establish a bank, He found some who 
were as needy as himself, but not half as knowing, 
easily persuaded to sign a petition to the Legisla- 
ture for a charter. e substantial class of citi- 
zens he did not at this time suffer to participate in 
his operations. Bob borrowed the money to pay 
the expenses of his journey to the State Capital, 
borrowed the money to support himself while 
there, borrowed the money to buy the oe 
with which he drenched the members of the 
gislature, borrowed the money to pay for the sump- 
tuous dinners and suppers with which he feasted 
them; and, finally, after he had got a bill passed 
exactly to his liking, borrowed the money to ca 
himself to his new home. It was amusing enoug 
to hear him relate how he worked his way along— 
how by treating one member to a bottle of Cham- 
pagne, he thereby ingratiated himself with that 
member so as to borrow enough from him to treat 
another member, and so on, till he had treated 
them all round, and then begin again. When he 
got back to his new home, he had to borrow money 
enough to buy blank books, and pens and ink, 
wherewithal the commissioners might receive 
subscriptions for the stock of the new bank. The 
number of shares being duly subscribed, the first 
instalment was paid in, in coin borrowed for one 
half-hour from various friends in the neighborhood. 
Having the example of moral and religious New 
~ England before him, Bob had no scruple in swear- 
ing that the coin paid in was the property of the 
bank. At this crisis a difficulty occurred that was 
truly Sperming. The engraver who had the bank 
notes prepared, refused to deliver them up except 
for cash. But Bob, whose resources of mind are 
equal toany exigency, got over this difficulty ina 
ay he did not tell me, and then by buying desks 
and a counter on credit, brought the bank into im- 
mediate operation. At first the more substantial 
inhabitants were shy about receiving the notes, 
and still more shy about touching the stock of the 
bank. By little and little, Bob dispelled their 
fears. By circulating his notes at adistance from 
the bank, he kept them outalong time. By vari- 
ous means, he contrived to accumulate a stock of 
specie, the whole of which he displayed most os- 
tentatiously on his counter, and then that it might 
be iss known how abundant specie was 
with him, he had his agents out who, under one 
pretext or another, used to request their friends as 
a matter of favor to go to the bank and get notes 
exchanged for them. As the silver thus paid out, 
came back the same day, Bob made a small sum 
effect a great many exchanges. By arts like these, 
the notes of Bob’s Bank became current in the 
whole country round, and he found one dollar in 
silver quite sufficient to support a circulation of 
twenty in paper. The more substantial citizens 
still showed little disposition to touch the stock ; 
but when at the end of six months, the bank 
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declared a dividend of ten per cent., they became 
so eager to bite, that Bob’s first impulse was to sell 
all out, and let them have the whole concern to 
themselves. A little reflection convinced him 
that this would be folly. He, however, as a favor, 
parted with a few shares to some three or four of 
the most wealthy, and whose habits were such 
that he was sure that they would never interfere 
with his management. By these means he in- 
creased the anxiety of the others to buy, and in- 
spired such general confidence in the bank, that 
all the spare cash in the neighborhood was left 
with him for safe-keeping. Being a good Demo- 
crat—that is to say, a Democrat by trade, (heaven 
forefend that any son of mine should be a Demo- 
crat in principle)—being a good Democrat by 
trade, he got a snug’ slice of the public deposits, 
Then commenced scenes of unexampled prosperi- 
ty. The prices of property of all kinds were 
oubled, trebled, quadrupled. Enterprises of all 
kinds were invigorated. ‘The whole style of living 
was changed. The young women forsook their 
spinning and knitting, to play upon pianos and 
dance cotillions. The young men laid down their 
mechanical tools and agricultural implements, 
that they might partake of the gentlemanly recrea- 
tions suited to their age. The great increase of 
wealth, and the advance of refinement which ac- 
companied it pari passu, were, as Bob describes 
it, oe gratifying and astonishing. It really 
did my old heart good, to hear that a son of mine 
had, while advancing his own fortune, done so much 
towards promoting the prosperity of his country. 
But who can stand up against the atrocious expe- 
riments of our detestable Government? Even 
the “great financier,” with his thirty-five millions 
of capital has sometimes quailed; what wonder, 
then, that my son Bob’s bank, which began busi- 
ness without any capital at all, should be brought 
into straits. Ido not allude here to its stopping 
payment in common with the other banks of the 
country: that was a blessing to both the banks and 
the community. But, through a series of disas- 
ters, the notes of Bob’s Bank became greatly de- 
preciated, till at length the other banks refused to 
take them at all, and then they became worth no- 
thing. Bob was game to the last. He saw the 
storm approaching when he was the principal 
debtor to the bank. One by one he drew out all 
the notes on which he was indebted, by prevailing 
on the other directors to receive in their place, the 
notes of other men he had on hand, men, which 
his enemies say, were men of straw; but Bob, on 
his honor, assures me, they were all first rate 
men, and equal at least to the Rathbuns, the Her- 
mans, &c. &c., up to the very day before that on 
which they stopped payment. Bob thus got pay- 
ment of-all the debs that were due to him, and 
paid all the debts that he owed, leaving him unen- 
cumbered productive property of the value of five 
hundred thousand dollars. He did, indeed, lose a 
little on his bank stock, but he does not regard this, 
having sold out the greater part of his shares at 
an enormous advance, and retained so many only 
as were necessary to qualify him for the office he 
held in the bank. 
I will pit my son Bob against any man’s son in 
the country, “ the great financier” alone excepted, 
Such a son would rejoice any father’s heart. 
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RESUMPTION OF SPECIE PAYMENTS. 


The reader may believe it or not, just as he 
chooses, but the fact is, that we did not go very 
heartily for the last resumption of specie pay- 
ments—we mean for the twenty days’ resumption. 
The simple truth is, we were well convinced then 
that the banks could not maintain specie pay- 
ments ; and we could see no use in their resuming 
merely to suspend again. We could see no use 
in their subjecting the people toall the evils which 
follow a contraction of currency, merely that that 
contraction might be followed by another and a 
greater expansion. 

And yet, we must confess, that in one respect 
our sagacity was at fault. We thought the banks, 
if they resumed, might continue specie payments 
for about three months: but less than three weeks 
exhausted all their means. The very brokers 
were, however, caught napping on that occasion. 

The popular cry is now for resumption of specie 
payments, and we join in it. Something must be 
done, for matters are growing worse and worse 
every day. Specie is daily leaving the country 
in large amounts, being driven out of circulation 
by inconvertible paper ; and the rates of exchange 
at New York, on Pennsylvania, Virginia, Ohio, 
Indiana, and [llinois, are rising instead of falling. 
Throughout the suspended region, the banks gen- 
erally appear to be making no preparations for re- 
sumption; and many of them seem to be shaping 
their course with a view of preventing specie 
payments during the life-time of the present gene- 
ration. 


Specie payments ought to be resumed as 
speedily as possible; and the question is, how can 
this result be most easily effected. After reflec- 
tion on the subject, we have been brought to be-, 
lieve that the best way will be by appealing to the 
interest of the banks. This may be thought de- 
rogatory to the dignity of sovereign States. But 
the truth is, that when a State Government cre- 
ates a paper money aristocracy, it creates some- 
thing which is more powerful than itself. The 
interest account of each bank is the only safeguard 
we have against the abuse of the privileges con- 
ferred on it by its charter: and we must muke it 
the interest of the banks and bankers to do justice 
to the community. 


A majority of the members of the State Legisla- 
tures, about to be convened, have been elected as 
friends of bank reform. But how long will they 
remain sot A majority of the members of the 
Legislature of Pennsylvania are generally friendly 
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to bank reform at the commencement ofa session : 
but before its close, a majority are generally op- 
posed toit. The influence of the banks does not 
cease at the close of the polls. It is felt with 
great force in the Legislative halls. The sophis- 
try of the bank orators deludes some very honest 
men. Others are frightened by representations 
of the inconveniences which bank reform, in its 
first stages, must necessarily produce. There 
still remains a numerous class that can be neither 
frightened nor bamboozled : but some of these may 
be bought. And this, in modern parlance, is not 
“bribery and corruption.” For what were banks 
instituted but to lend money? And where is the 
clause in their charters, that prohibits their lend- 
ing liberally tomembers of the Legislature ? 

Our judges, too, present no small obstacles to 
bank reform. When questions come before them 
which affect banking interests, they too often show 
by their decisions, that the boasted independency 
of the judiciary is little more than an indepen- 
dence of common sense and common justice. It 
is chiefly owing to the misconduct of the Judges, 
as we learn from the Ohio papers, that the banks 
in that State have so long been able to bid defiance 
tothe laws. 

Such, then, being the constitution of our Legis- 
lative bodies, and of the Judiciary, if any very 
stringent measures are proposed, they will probably 
not receive legislative sanction : or, if they should, 
the judges will exert their ingenuity to find some 
flaws in the acts which will render them nugatory. 

Our only safe course, then, is to appeal to the 
interests of the banks: and this we do if we pro- 
hibit them from making any dividends, or any 
loans or discounts, to any stockholder or officer of 
the banks till after they shall have resumed specie 
payments, and have sustained the same for at least 
three months. 

The banks have now an interest in refusing to 
pay specie, because thereby they can make larger 
dividends, and larger loans to their stockholders, 
than would otherwise be practicable. Let their 
interest lie the other way, and they will shape their 
course to suit their interest. We have always 
believed that the prohibition to make dividends 
while in a state of suspension, was the efficient 
cause of the resumption of specie payments by 
the banks of New York. 

One advantage that will attend this mode of 
proceeding will be, that it will carry public opin- 
ion with it. Even the paper money men (at least 
such of them as retain any degree of rationality) 
will not object to means which simply prevent the 
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banks and bankers from reaping a profit through 
the violation of their engagements. 

~ Another advantage will be, that it will cause 
the inconveniences of the contraction of currency, 
which must necessarily precede a resumption of 
specie payments, to fall first on bank stockholders 
and bank officers; and on them it ought, in justice, 
to fall. - 

There may, however, be some States in which 
it may be advisable to resort to more stringent 
measures. There may be some States, in which 
it may be advisable to say that the banks shall 
resume specie payments on or before a certain 
day, or else go into liquidation. In recommending 
the milder course herein suggested, we have re- 
ference to the immense influence which the bank 
power exercises, in most of the States, over mem- 
bers of the Legislature, over the Judiciary, and 
over public opinion. We have, to use a common 
expression, ‘+ got our hand into the lion’s mouth, 
and we must get it out as well as we can.” 

But, whatever laws are passed, let it not be left 
to the option of private individuals to carry them 
into execution. In Kentucky, as we learn from 
the Frankfort Yeoman, no act has been passed to 


_ sanction the suspension of specie payments; yet the 


banks there, pay as little regard to the laws where 
it is left to private individuals to enforce them, as 
they do in Ohio, where the Judges have interfered 
to prevent the laws’ having their just operation. 
It should be the especial duty of certain State 
officers, to enforce the State laws for the regula- 
tion of the State banks. 





PAPER AND SPECIE. 


In a subsequent part of this number will be 
and some remarks on “The evils that would be 
uced by the sudden dissolution of the system” 
of paper money banking, and on “The proper 
mode of proceeding” in order to get rid of it.— 
Great changes have necessarily occurred in the 
ten years that have elapsed since those remarks 
were written, yet these changes do not affect any 
of the principles therein laid down, as they are 
only changes in proportions. 
en the current credits of the banks (circula- 
tion and deposits taken together) amounted to 
about one hundred and nine millions. Now they 
amount to about one hundred and eighty millions. 
_ Then the amount of specie in the country was 
abont thirty-two millions. Now it is estimated at 
about eighty millions. 
| en the gross income of the nation was esti- 
mated by writers on statistics at about one thousand 
million dollars per annum. Now it is estimated 
at about one thousand five hundred millions. 
Then, our exports of domestic produce amount- 
ed to between fifty and sixty millions annually.— 
Now they exceed one hundred millions. 
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The bank burden has been increased in the last 
ten years: but the ability of the people to throw 
it off, has increased in at least an equal proportion. 
We have now a much larger quantity of surplus 
produce wherewith to purchase abroad so much 
gold and silver as would be requisite to give us a 
sound circulating medium. 





GOLD AND SILVER COINAGE. 


Since our chapter entitled “ Of a new gold 
coinage,” was first published, a new adjustment 
has been made at the Mint of the ratio of gold 
and silver: but we have left the chapter un- 
changed, because we believe the principles 
therein laid down to be correct, and think they 
ought to be acted on, when changes in the rela- 
tive value of the precious metals, in future years, 
shall call for new adjustments of the Mint 
ratios. 

To the honor of the American Government 
be it stated, that it has never, since the adoption 
of the Federal] Constitution, made any change in 
the quantity of pure silver contained in the mo- 
ney unit—the silver dollar. Before the law 
was passed for establishing the Mint, a few dol- 
lars were, indeed, coined, containing 376 grains 
of pure silver. But very few of these were 
thrown into cireulation—so few that they never 
became the practical standard of value. 

The act for establishing a Mint was passed on. 
the 2nd of April, 1792. It provided that the dol- 
lar should contain 371} grains of pure silver, and 
44? grains of alloy, or 416 grains of silver, of 
which, in every thousand parts, 892,%,°, should be 
fine: and that the eagle should contain 247} 
ts of pure gold, and 22} grains of alloy, or 

grains, of which, in every thousand parts, 
9162 should be fine. 

Under this aet, the ratio of gold to silver, at 
the American Mint, was 15 to 1: that is to say, 
fifteen ounces of pure silver were regarded as of 
equal value with one ounce of pure gold. 

These proportions remained unchanged till the 
28th of June, 1834, Then, in consequence of a 
rise having taken place in the market value of 
gold as compared with silver, an act was passed, 
establishing the Mint ratio at 16,}, to 1: that 
is to say, estimating one ounce of | pure gold as 
worth sixteen ounces, one grain, and \, part of 
a grain of pure silver. 

This act reduced both the weight and the fine- 
ness of our gold coins. It provided that the 
eagle should contain 232 grains of pure gold, and 
26 grains of alloy, or 258 grains in all, thus 
diminishing the quantity of pure gold in the 
eagle 15} grains, and increasing the alloy 34 
grains. in every thousand parts, there were to 
be 899,2,5, of pure gold. 

This law remained in foree only two years 
and a half. On the 18th of January, 1837, an- 
other act was passed by Congress, chicfly with 
the design of causing both the gold and silver 
coins to contain the same proportions of alloy— 
that is to say, of causing each to contain, in 
every thousand parts, nine hundred parts of pure 
metal, and one hundred parts of alloy. This act 
reduced the weight of the dollar from 416 to 
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412} grains; but the reduction is wholly in the 
alloy. Dollars coined under the act of 1837, 
have in them the same quantity of silver as 
dollars coined under the act of 1792, namely, 
371} grains: but the alloy is reduced from 443 to 


41} grains. 

‘This act increased in a very slight degree the 
fineness of our gold coin. Eagles coined under 
it should each contain 232! grains of pure gold, 
and 25% grains of alloy. They differ from the 
eagles coined under the act of 1834 only in con- 
taining one-fifth of a grain more of pure gold, and 
one-fifth of a grain less of alloy. 

Under this act, the Mint ratio of gold to silver 
is 15.988 + tol. In other words, an ounce 
of pure gold is regarded as worth sixteen ounces 
of pure silver—less five grains and 2§ parts of a 

rain. , 

. We trust that there will be no more altera- 
tions in the weight or fineness of either the eagle 
or the dollar. The proportion of alloy that each 
now contains, being one-tenth, is such as can 
be easily remembered. When new variations 
arise in the value of gold and silver as com- 
pared with one another, either let gold pieces be 
coined of entirely new denominations, or else let 
gold be issued from the Mint in ounces, and 
parts of the ounce, avoirdupois, and suffered to 
pass ie the market for whatever it may be 
worth. 


BANK FAILURES. 


The Bank Commissioners have served an in- 
junction on the Cornmercial Bank of Buffalo, N. Y. 
t is said it will have the meansof paying its note 


holders, but that of the ie capital of 400,000 
l 


dollars, little or nothing will be left for the stock- 
holders. 

One year ago, there were sixteen banks in 
operation in the city of Buffalo. Now there is 


only one. 


BANK DEFAULTS. 


Mr. B. W. Green, who, by the connivance of 
Mr. Dabney, one of the officers of the institution, 
took inanirrecular way about 550,000 dollars from 
one of the banks at Richmond, Virginia, has had 
a trial, in which the jury, after retiring for about 
half an hour, brought in a verdict of not guilty. 
He was thereupon remanded to prison, to answer 
twenty-three indictments remaining against him. 
Bail was offered, but was refused by the Judge. 

The Richmond Compiler says, that when the 
jury brought in a verdict of not guilty, “a yell of 
applause burst forth from the densely crowded 
auditory, which defies description now, as it did 
then all efforts to repress it.” 

An investigation is going on in New Orleans, 
ofa financial transaction, in which N. F. Comly, 
formerly of Philadelphia, is concerned. He is 
charged by the President of the Canal Bank 
with being accessary to converting the funds of 
the New Orleans Conal and Banking Company, 
amounting to $60,484, to his own use, the paying 
a of the bank, C. L. Ducatel, being the prin- 
cipal, 


JOURNAL OF BANKING. 


THE UNITED STATES BANK. 

It is said that some of the creditors of this in- 
stitution, have ht suits against certain mem- 
bers of a former Board of Directors, who assented 
to the declaration of a dividend at a time when > 
they must have known that the bank had no means 
of making any dividend except out of its capital. 
It is asserted that one clause in the charter of the 
bank makes the Directors responsible in their 

ivate capacity for the amount of dividends so 

eclared. 

As a similar clause is to be found in the char- 
ters of most, if not all of our banks, the Directors 
of the United States Bank are not the only ones 
against which such suits may be brought. 

The Government of the United States, if is said, 
has filed a bill in equity, the object of which is to 
annul all the assignments made by the bank. “If 
this suit should be successful,” says the Public 
Ledger, “ it will take the seven millions of secu- 
rities assigned to secure the seven millions of post 
notes held by the city banks, and divide them 
among the creditors pro rata. And what then 
becomes of the banks ?” 

The notes of the United States Bank are now at 
a discount of 37 to 40 per cent. in currency. The 
fluctuations in the value of these notes are ve 

reat. Those who owe large sums to the bank, 
oo an interest in depressing the value of the 
notes; and the stock gamblers have an interest 
occasionally in raising them. Between the two, 
the public are fleeced unmercifully. 


MARYLAND. 


The currency committee of Baltimore, have at 
last prevailed on the Franklin Bank of that city, 
(a bank that broke some time ago,) to receive on 

eposit the notes of the Baltimore and Ohio Rail 
Road Company, and seem to hope that by such 
arrangement as this, the currency of this paper 
may still be maintained. 
he Baltimore and Ohio Rail Road Company 
has recently declared a dividend of two per cent., 
and paid the same in bank notes. If it had used 
the funds with which it paid its dividend, in re- 
deeming part of its outstanding issues, it would 
have done more towards raising the credit of its 
paper than can possibly be effected by any arrange- 
ment with the Franklin Bank. However, a pro- 
mise to pay interest on such of the Baltimore and 
Ohio Company’s notes as may be left on deposit 
for a month or upwards, has produced some rise in 
the value of this paper. 


GEORGIA. 


Governor McDonald in his message to the Leg- 
islature, makes some yery sound remarks on the 
subject of banking, but proposes to remedy the 
evile the present system produces by establishing 
a State Bank with branches. This is the worst 
possible form of banking, except that of a United 
States Government Bank of discount and ex- 
change. 

The Governor states that, during the year, the 
circulation of the Central Bank of Georgia has 
been increased upwards of one million dollars. 
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When the reader is informed that the whole of 
the stock of this bank is owned by the State, that 
it is in fact a Government bank, he will feel less 
surprise than he otherwise would on hearing of 
this immense increase of circulation. 





MISSOURI. 


From the following extract from the Missouri 
Republican, it appears that though the Bank of the 
State of Missouri continues to pay specie on the 
few notes it has in circulation, it is, as regards 
currency, little more than an agent for the sus- 
pended banks of the neighboring States and Ter- 
ritories. It receives their notes on deposit, and 
pays them out again, thus aiding in making them 
the circulating medium of Missouri. 

This practice must be prohibited wherever it is 
intended that the banks shall make a bona fide re- 
on of specie payments; as otherwise we 
shall only be substituting one kind of inconverti- 
ble paper for another. 

“The notes of the Bank of Missouri, State 
Bank of Illinois and branches, Bank of Illinois, 
State Bank of Indiana and branches, Bank of Ken- 
tucky, and the Ohio Life Insurance and Trust 
Co., and the Commercial, Lafayette, and Franklin 
Banks of Cincinnati, and the notes of solvent 
banks of Wheeling and Pittsburg, and eastern 
cities, are received by our bank and offices of dis- 
count and deposit as par funds. The notes of the 
Cairo Bank and the Miner’s Bank, Bank of Du- 
buque, together with the issues of City and Coun- 
t arrants, are received by two of the offices on 

eposit and in payment of debts; they pass in or- 
dinary transactions at par, and large amounts can 
be converted into ‘ par funds’ at 1 per cent. pre- 
mium. ‘The same may be said of the certificates 
of the Wisconsin Fire and Marine Insurance 
Company. Missouri State Bank (parent) 7 per 
cent. premium; branches, 4 to 5 do.” 


NEW YORK. 


At a mass convention at Kingston, N. Y., the 
following resolution was adopted. 
_ * Resolved, That the system of banking known 
as the Free Banking System in this State, of 
which system State stocks and mortgages on real 
estate are the basis, is deceptive, and as a sys- 
tem is unworthy of public confidence, and has al- 
ready inflicted the most serious loss upon the peo- 
ple of this State ; that we approve of no feature 
of this system except its freedom from exclusive- 
ness, that we are in favor of no banking system 
which does not make the individual property of 
stockholders HOLDEN FOR THE DEBTS 
OF THE INSTITUTION; and we demand 
that all banking companies shall hereafter be 
governed by the same laws that regulate ordinary 
copartnerships in all other business.” 








A NEW MOVEMENT. 

Some persons have proposed that those bankers 
who issue paper money which they cannot on 
presentation redeem with real money, should re- 
ceive the same punishment as issuers of counter- 
feit coin. In Georgia a grand jury has been found, 
who seem dispsaed to act on this principle. They 
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have, as is stated by the Georgia Argus, published 
at Columbus, “ found a true bill against Rhodam 
A. Greene, President of the Western Bank of 
ewe fora high misdemeanor. The charge is 
founded upon the refusal of the bank to pay specie. 
There is a provision of the charter of that bank, 
which declares that the bank shall not at any time . 
refuse to pay specie, and that u such refusal, 
the charter shall be forfeited. There is, also, a 
section of the Penal Code, which provides, that if 
any bank officer shall violate any provision of the 
charter, he shall be indicted for a high misde- 
meanor. 
ek ts aa ore never contem- 
P that the mere act of failing to ie, 
unconnected with fraud, maiaeee an’ indictable 
offence; if they did, then every officer of every 
suspended bank of the State, is subject to indict- 
ment.” 
This is a striking incident in banking history, 
and shows that a great revolution is taking place 
in the public mind in regard to bank responsibility. 





THE FOREIGN NEWS. 


Advices have been received from England to 
the date of November 3d. 


Trade continues to be dull. One of the papers 
states “that there is a most cheerless prospect for 
the coming winter,—cheerless, indeed, for both 
masters and operatives.” Another adds that “ there 
is the prospect of a winter of severe suffering, if 
not terror.” In the agricultural districts, there 
have been many fires, kindled by persons driven to 
desperation by their sufferings. 


Considerable excitement had been produced in 
the money circles, by the discovery, that a fraudu- 
lent issue of exchequer bills, amounting in all to 
£300,000 or £350,000 pounds, had taken place. 


By a great fire in the Tower of London, public 
property to the value of one million sterling was 
destroyed. This had a slight effect on the funds. 


A revolutionary plot has been detected in Bel- 
gium. 

An attempt to get up an insurrection in Spain 
in favor of the ex-queen, has proved a complete 
failure, ; 

The sales of cotton at Liverpool, during the 
week ending November Ist, amounted to 22,910 
bales: 7,290 New Orleans, 5d. to 84d.: 4,720 Mo- 
bile, &c., 5d. to 64d.: 3760 upland, 43d. to 63d. 

By a revolution in Mexico, Santa Anna has been 
placed at the head of affairs in that country. 
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168 PRICES OF BANK NOTES AND SPECIE. 


_ Saturday, November 20th, 1841. dt. te 4h ak teas 
BANKS OF | AT ary ae besa RESUMPTION OF SPECIE PAYMENT. _ 
Maine «.- ee ee cece ee weee estes i '@ 8. oe pr. In New Orleans a committee of t d of » hy 
New Hampshire..../..-+++.s.. —@¢ dis. |—@3 pr. || nave recommended that the banks Poa resume oie 
Vermont... eieeceeeereeeerere em a dis, —a3 pr. crent in Day. A062 -isat ie to aay, In BOOS eae, 
a 


Massachusetts ecnerevesceceres — a dis. —a pr. te. 
Rhode Island... os. ceed dewdaes — a ‘ pr. The Directors of the State Bank of I 2 na, have 
rovided the banks 


MOCLICUL. peeeereereerreeses| 2 @ § dis. to resume on the Ist of August next, ; 
New York Cit sressteesseeees| Standard, Ohio and Kentucky do the same. ais, the Indi . 
» New York State ...-..seeseeee}— ap dis. Sentinel, to which we are indebted for this article of intel- — 


East J TSOV ce ceeeeenneweeeeeee + a— dis. li nee rds as ta t ttoa tion not tor | 
West CTSCY wep edie eesaareweee 5 a—dis. erat. , Tega ntamoun resolu : c ; 


y ‘he 
= Philadelphia ee eee eee eee ener 5k a — dis. In Philadelphia, several of the daily papers are 


Pennsylvania, East.......+++++ 5} & 6 a—dis. Par a | dis. for a speedy resumption of specie payments ; but we y= 
as itis little talked of in “the money circles.” Such Sie 


West...cceeree+ 56 & 5} a—dis. Par. 
SINE cS ca Sees cas ea sean e 5 a — dis. Par. 
Baltimore... csscesccseccscecs 4 a5 dis. 


MAipland <-..secousssccseaaees|5 o—dle. the United States Constitution, by issuing State bills 


1 * 
& pr a 3 dis. dit, regard themselves as for the next fou years. 
District of Columbia .-.---.... 5 a — dis, Par. We can fancy a state of things in which the privileges ae. 
Virginia . «2s. eedeesensseves — a2 dis. corded to them by the unconstitutional “ ief iy 
Weal «cya» aise ostee opie 7 dis. | would not avail them much. ; of a 
North Carolia: :sathecnadeceti« 2 dis. THE TOWANDA BANK ¢ 
South Carolina. «.++.++++++++++/3 & 44 a—dis.| 1 pr. a . - ; 
This bank, which is in the northern part of ee 


r. 
Geo SOV ccdudnuledbued ct végce 10 a — dis. Par a dis. 
Aahhena eee eee ee ee ee we ew ee eee 10 a— dis. 5 a ‘baie has several times made arrangements witb _brokers 


banks as have aided the last General Assembly in viola ng 


i 8s and 
dis. || bankers in Philadelphia, by which its notes obtained car- 
rency in the city and its neighbourhood. Then 
the brokers and 


RTBU Rcchs vs witcoe~ectataee 5 a—dis. Par a 
MisSiSSippi.«. cece cceeeeeenes —a— dis. 
TONROMNES bcc odds eSiccscivese’s —ua — dis. 
Kentucky ssecersenecerercens . 9 a — dis. 


PRRRROUINE soc cecnatas Gnteretasee 
Tlinois eee eee ewe eee een ee eee 


Michigan eee ee heer ee ee ewer eee 


American Gold, (new coinage). 
BOVEPEGING wo scscdacancsasdoye 
Heavy Guineas ....... sé eeeees 
Spanish Doubloons.......+++++ 
Patriot Doubloons........+.+.- 
Spanish Dollars...... abet Seuss 
exican Dollars 

Five Franc Pieces........0.+++ 
Half Dollars .......... 


BILLS OF EXCHANGE ON 
a as haetde < 
Fra 


daa vieWah weed sede wvecbed 


nce. 
Holland..... Peewee eseseseeeene 


Hamburg se seme eames ee eee ee eee 
Bremen SOO ewe eee eae eeeeees 
DON in his ote eee a ae eee 
ORE eSs adah ane 40 abs ée'e 
Philadelphia «1.6... cseeseceees 
POISON cons 6 an op cd btcdaviece 
8 SN RAS Se ree 
North Carolina. .....00.sceece> 
COI Gisca ns nu gpd deeb che 


TROP ORDER. oc cqascvascs ache eeeee 


Augusta eee ee ee weer meee teens 
CEPR wn stias ck éceacets 
EMMONS 604% vhesacncda ses 
Peer ban 6435.00.45 Cols bed ket en 
New Orleans... ...-sscsceeee 
BEUINOEEs « 66-46-3002 344 bo aunt ae 
eeirille.. >. igstiadtin. 

St. Louis 
Louisville ....... De oe ebeatases 
Cinchenati- « esaksviccws es cde . 
Michigan ...... Bite \ipteimaee on a 


PRICES OF PRODUCE. 


Cotton, New Orleans, per Ib.... 
Mobile erate 
Uplands 0 iW it desevivcs 

Flour, Western Canal, per bbl. 

Philadelphia............ 
Rye Fiour....... op bees 
Indian Meal ........... 

Grain—Wheat, per bush 

Rye 


Corn.....- 
CWGES WG wea cos 
tron, Amer., Pig, No. 
Bar rolled 
Lead, Pig,, per Ji: ves s00ssscre 
Tobacco, Richmond, per Ib.... 
North Carolina 
Kentucky 


Common 

Whiskey Rye, per gal 
Previsions, Mess Beef, per bbl. . 

Mess Pork, per bbl. 

Hamas, per | 

Lard, per Ib 

Cheese, per Ib...... 

Rice, per Ib 
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kers which acted as its arents, : 
= to redeem them, and its notes would fall to a ; 
iscount. : <4 va 

It is one of the banks that have accepted the provisions 
of “the Relief Law,” and has issued about $100,000 in 
State bills of credit more than its just proportion. In eon- 
sequence thereof, the State Treasurer has refused to receive 
any of its bills in payment of public dues; and, on the 19th 
of November, its agent in Philadelphia ceased to —— 
them. Some of the consequences that ensued, are thus de- 
scribed in + The Public Ledger” ; batt 

‘* Hundreds of poor laborers were to be seen running in 
every direction with their hands full of the trash, and 
able to induce a broker to give a sixpence in the dollar for 
them. We passed in the market a woman who makes her 
living by selling butter, eggs, and ig om who had al- 
most al] she is worth, about $17, in Towanda bank notes, 
When apprized that it was worthless. she suik down in 
agony upon her stool, and wept like a child. This is but 
one of a hundred similar cases, for the market has been full 
of the trash for a week or more.” 

The Penn Township Bank, the last agent of the Towanda 
Bank, comes in for its share of blame. Under the ae 
sion that the extra issues of the Towanda Bank ' - 
after be legalized, some of the brokers have bought them at. 
from 25 to 50 per cent, discount, but others have to 
purchase them at any price whatever. 


GOLD AND SILVER. 


Under the conviction that the prices of gira the 
Philadelphia Price Current for Saturday Nov. h, must be 
erroneous, we have applied to a respectable broker to give 
us the true rates for this number. 

It is proper to state that when we have had occasion to 
sell bank notes, we have found the prices to accord very. 
nearly with those given in the Price Current. - 


BANK NOTES. +? 


Since our last, there has been a further increase at New 
York, in the discount on notes of the banks of Pennsylva- 
nia, West Jersey, Delaware, and Virginia: and, at Phila- 
delphia, an advance in the premium On the notes of the 
New York and New England banks. 


RATES OF EXCHANGE. 


Partly owing to a delay in bringing in the cotton erop, 
and partly owing to the discredit into which many dealers 
in that article have fallen: there has been a deficiency in 

bills. This the banks of New York have been en- 
avouring to supply, some by shipping specie, and drawi 
against it, others, it is said, by flying kites. Rates, it wil 
be observed, continue to advance. . 


THE STOCK MARKET. 


Stocks are ruinously low. Pennsylvania fives continue 
to fall, and have been sold at 69, Philadelphia currency. At 
New York Illinois sixes have been sold at 343, and Indiana 
fives at 34}. 

Girard Bank stock is at about 17 dollars a share for 50 
paid.. United States Bank at $4 for $100 paid. Lehigh 
navigation stock, which, some years ago, brought upwards 
of 290 a share, is now held at 12 a 14. } 

The par value of shares of the Pennsylvania Bank is 
$490. A short time since the highest offer made for them 
was $185. They have now rallied a little, and are held at 
$205. Philadelphia Bank stock has also advanced a little. 
A few sales have been effected at 65. Some think this ad- 
vance is temporary. 


{_> The remarks on “ The Remote consequences of the sys- 
tem” of paper money banking, begun in our last number, 


| are concluded on the next page. 
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It is, however, among the hard-working 
members of society, that the ultimate effects 
of such causes are most observable. 

The condition of a multitude of poor wo- 
men in our large cities, has lately attracted 
the atiention of the benevolent. It appears 
from the statements that have been published, 
that they can, by working ten or twelve hours 
every day, earn no more than from seventy- 
five cents to adollara week. Half of this 
sum goes for house-rent and fuel, leaving 
them from thirty-seven and a half cents to fifty 
cents a week for food and clothing for them- 
selves and children. Some thousands are said 
to be in this situation in Philadelphia alone. 

Various proposals have been made to better 
their condition : some futile, others absolutely 
pernicious. ‘The laws of supply and demand 
are too powerful to yield to sermons and es- 
says. ‘The low rate of the wages of these 
poor women, is the effect of general causes— 
causes which affect, in one way or another, 
every branch of business. 

In the great game we have been playing, 
much of the wealth of the country has passed 
into a few hands. Many men dying, have 
left nothing to their widows and children: and 
others who still live, cannot support their 
families, except by the additional industry of 
their wives. ‘The work of a seamstress can 
be done by a woman in her own house, in the 
intervals she can spare from attention to her 
children. In this way the number of seam- 
stresses has been increased. 

On the other hand, many families who 
would gladly employ these poor women, are 
compelled by their own straitened circum- 
stances, to do this kind of work themselves. 
In this way the demand for seamstresses is 
diminished. 

Private benevolence may improve the con- 
dition of individuals of this class: but the 
class itself can be benefitted by such causes 
only as will diminish the number of seam- 
stresses or increase the demand for their la- 
bor. The cause that will improve the con- 
dition of one of the industrious classes of so- 
ciety, will improve the condition of all._— 
When an end shall be put to unfair specula- 
tion, then, and not till then, will honest in- 
dustry have its just reward. 





CHAPTER XXIl. 
Effects on Moral Character. 


Tue practices of trade seem, in most coun- 
tries, to fix the standard of commercial hon- 
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esty. In the Hanse Towns and Holland, 
while they were rising to wealth, this stand- 
ard was very high. Soldiers were not more 
careful to preserve their honor without stain, 
than merchants were to maintain their credit 
without blemish. 

The practices of trade in the United States, 
have debased the standard of commercial 
honesty. Without clearly distinguishing the 
causes that have made commerce a game of 
hap-hazard, men have come to perceive clearly 
the nature of the effect. ‘They see wealth 
passing continually out of the hands of those 
whose labor produced it, or whose economy 
saved it, into the hands of those who neither 
work norsave. They donotclearly perceive 
how the transfer takes place : but they are cer- 
tain of the fact. In the general scramble 
they think themselves entitled to some portion 
of the spoil, and if they cannot obtain it by 
fair means, they take it by foul. 

Hence we find men, without scruple, in- 
curring debts which they have no prospect of 
paying. 

Hence we find them, when on the very 
verge of bankruptcy, embarrassing their 
friends by prevailing on them to endorse notes 
and sign custom house bonds. 

Instances not unfrequently occur of men 
who have failed once or twice, afterwards 
accumulating great wealth. How few of 
these honorably discharge their old debts by 
paying twenty shillings in the pound ! 

How many evade the just demands of 
their creditors, by privately transferring their 
property. 

It is impossible, in the present condition 
of society, to pass laws which will punish 
dishonest insolvents, and not oppress the 
honest and unfortunate. 

Neither can public opinion distinguish be- 
tween them. ‘The dishonest share the sym- 
pathy which should be given exclusively to 
their unfortunate neighbors: and the honest 
are forced to bear a part of the indignation 
which should fall entirely on the fraudulent. 

‘'he standard of commercial honesty can 
never be raised very high, while trade is con- 
ducted on present principles. 

‘It is hard,” says’Dr. Franklin, “for an 
empty bag to stand upright.”’ The straits to 
which many men are reduced, cause them to 
be guilty of actions which they would regard 
with as much horror as their neighbors, if 
they were as prosperous as their neigh- 
bors. 

We may be very severe in our censure of 
such men, but what else ought we to expect, 
when the laws and circumstances give to some 
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AN INQUIRY INTO THE PRINCIPLES 


men so great advantages in the great game in 
which the fortunes of the whole community 
are at issue—what else ought we to expect, 
but that those to whom the law gives no 
such advantage, should exert to the utmost 
such faculties as remain to them in the strug- 
gle for riches, and not be very particular 
whether the means they use are such as the 
law sanctions or the law condemns. 

Let those who are in possession of pro- 
perty which has been acquired according to 
the strict letter of the law, be thankful that 
they have not been led into such temptations 
as those on whom the positive institutions 
of society have had an unfavorable influ- 
ence. 

But banking has a more extensive effect 
on the moral character of the community, 
through that distribution of wealth which is 
the result of its various direct and remote 
operations. Moralists in all ages, have in- 
veighed against luxury. ‘To it they attrib- 
ute the corruption of morals, and the down- 
fall of nations. The word luxury is equivo- 
cal. What is regarded as a luxury in one 
stage of society, is, in another, considered 
as a comfort, and in a still more advanced 
stage, as a necessary. The desire of en- 
joyment is the great stimulus to social im- 
provement. If men were content with bare 
necessaries, no people would, in the arts and 
sciences, and in whatever else renders life 
desirable, be in advance of the lowest caste 
of the Hindoos, or the unhappy peasantry of 
the most unhappy country of Europe. 

But whatever moralists have said against 
luxury, is true when applied to that artifi- 
cial inequality of fortune which is produced 
by positive institutions of an unjust charac- 
ter. Its necessary effect is to. corrupt one 
part of the community, and debase the 
other. 

The bare prospect of inheriting great 
wealth, damps the energies of a young man. 
lt is well if this is the only evil it produces. 
*‘An idle man’s brain,’’ says John Bunyan, 
*‘is the devil’s workshop.” Few men can 
have much leisure, and not be injared by 
it. To get rid of the ennui of existence, 
young men of wealth resort to the gambling- 
table, the race-ground, and other haunts of 
dissipation. They cannot have these low 
means of gratification without debasing those 
less favored by fortune. 

The children of the poor suffer as much 
in one way, as the children of the rich suf- 
fer in another. ‘The whole energies of the 
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father and mother are exhausted in provid- 
ing bread for themselves and their family. 
They cannot attend properly to the forma- 
tion of the moral character of their offspring 
—the most important branch of education. 
They can ill spare the means to pay for 
suitable intellectual instruction. -Their ne- 
cessities compel them to put their children 
to employments unsuited to their age and 
strength. The foundation is thus laid 
of diseases which shorten and embitter 
life. 

Instances occur of men, by the force of 
their innate powers, overcoming the advan- 
tages of excess or defect of wealth; but it 
is true, as a general maxim, that in early 
life, and in every period of life, too much or 
too little wealth, is injurious to the character 
of the individual, and when it extends through 
a community, it is injurious to the character 
of that community. 

In the general intercourse of society, this 
artificial inequality of wealth produces bane- 
ful effects. In the United States, the pride 
of wealth has more force than in any other 
country, because there is here no other pride 
to divide the human heart. Some of our 
good republicans do, indeed, boast of a de- 
scent from the European nobility; but when 
they produce their coats of arms, and their 
genealogical trees, they are laughedat. The 
question is propounded, if their noble ances- 
tors left them any money. Genius confers 
on its possessor a very doubtful advantage. 
Virtue, with us, as in the days of the Ro- 
man poet, is viler than sea-weed, unless it 
has a splendid retinue. ‘Talent is estimated 
only as a means of increasing riches.— 
Wealth alone can give permanent distine- 
tion, for he who is at the top of the politi- 
eal ladder ta-day, may be at the bottom to- 
morrow. 

One mischief this state of things produces 
is, that men are brought to regard wealth as 
the on/y means of happiness. Hence they 
sacrifice honor, conscience, health, friends, 
every thing, to obtain it. 

The other effects of artificial inequality of 
wealth, have been treated of at large, by 
moralists, from Solomon and Socrates, down- 
wards. To their works and to the modern 
treatises on crime and pauperism, we refer 
the reader. The last mentioned treatises 
are, for the most part, only illustrations of 
the ultimate effects of positive institutions, 
which operate unequally on different mem- 
bers of the community. 
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CHAPTER XXIII. 
Effects on Happiness. 


Tue inferences the intelligent reader inust 
have drawn from what has already been 
sated preclude the necessity of much detail 
in this part of our inquiry. 

Wealth is, if independently considered, 
but one among fifly of the causes of happi- 
ness: and poverty, viewed in the same light, 
is but one among fifty of the causes of mise- 
ry. ‘The poorest young man, having health 
of body and peace of mind, and enjoying the 
play of the social sympathies, in the affec- 
tions of wife, children and friends, is happier 
than the richest old man, bowed down by 
sickness, oppressed with anxiety for the fu- 
ture, or by remorse for the past, haviug no- 
body to love, and beloved by nobody. 

But though we may, by mental abstrac- 
tion, consider wealth independently, or po- 
verty independently, neither the one nor the 
other is absolutely independent in its opera- 
tion. ‘There is no cause in either the phy- 
sical or the moral world, but what works in 
conjunction with other causes. Health of 
body and peace of mind, with the just play 
of the social affections, may give happiness, 
independently of wealth ; but in extreme po- 
verty, it is difficult to preserve either health 
of body or peace of mind, and the play of 
the social affections becomes then a source 
of misery. 

Some little wealth, at least enough for 

y subsistence, is necessary for the en- 
joyment of life and the pursuit of happi- 
ness: hence it is that the right to property 
is as important as the right to life and the 
right to liberty. ‘‘ You take my life when 
you do take the means by which I live.” 

- The majority of men are of such tempera- 
ment, that something more than the means 
of subsistence for the bare twenty-four hours, 
is necessary for their happiness. They 
must also have a prospect of enjoying like 
means of subsistence in future days. But 
this is a-prospect which, with the reflect- 
ing part of the poor, is frequently overcast 
with clouds and gloom. Few journeymen 
mechanics are able to make adequate provision 
for sickness and old age. The wages of a 
laborer will support him and his family while 
he enjoys health and while employment is 
steady: but in case of long-continued sickness 
he must look for relief to the hand of pub- 
lie or private charity. If he casts his eyes 
on his wife and children, his dying hours 
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are embittered with thoughts of the misery 
which may be their portion. Corroding 
care is the inmate of the poor man’s breast. 
It is so heart-withering, that it may be made 
a question, whether the condition of some 
slaves in the Southern States is much worse 
than that of many citizens in the other 
States. The want of liberty is a great 
drawback on happiness: but the slave is 
free from care. He knows that when he 
grows old, or becomes infirm, his master is 
bound to provide for his wants. 

‘There would be less objection to that 
artificial inequality of wealth which is the 
result of unjust positive institutions, if it in- 
creased the happiness of one class of so- 
ciety in the same proportion that it dimin- 
ishes the happiness of another class. But 
increase of wealth beyond what is necessary 
to gratify the rational desires of a man, does 
not increase hig happiness. If it gives birth 
to irrational desires, the gratification of them 
must produce misery. Even when inordi- 
nate wealth does not give birth to irrational 
desires, it is attended with an increase of 
care, and this is a foe to happiness. 

With some men, the love of wealth seems 
to be a blind passion. The magpie, in hid- 
ing silver spoons in its nest, appears to act 
with as much reflection as they do, in piling 
money-bag on money-bag, ‘They have no 
object in view beyond accumulation. But 
with most men, the desire of great. wealth 
appears subordinate to the love of great 
power and distinction. This is. the end, 
that the means. ‘They love fine houses,,. 
splendid equipages, and large possessions,, 
less for any physical, gratification they im- 
part, than for the distinction they confer, 
and the power they bestow. It is with 
some, as much an object of ambition to be 
ranked with the richest men, as it is with 
others to be ranked with the greatest war- 
riors, poets, or philosophers. 

The love of that kind of distinction which 
mere wealth confers, is not a feeling to be 
highly commended: but it is hardly to be 
reprobated, when it is constitutional, and 
when it is under the government of proper 
moral principle. In this case, it is a simple 
stimulus to vigorous industry and watchful 
economy. With some men, the lave of ease 
is the ruling passion, with others the love 
of pleasure, and with others the love of sci- 
ence. If the love of riches was not, with 
many men, stronger than that of any of 
the other loves we have mentioned, there 
might not be enough wealth accumulated to 
serve the general purposes of society. They. 
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may claim the liberty of gratifying their par- 
ticular passion in a reasonable way; but it is 
a passion which derives less gratification from 
the actual possession of a large store, than 
from the constant increase of a small one.— 
The man whose wealth increases graduall 
from one hundred dollars to one thousand, 
thence to five thousand, thence to ten thou- 
sand, and thence to fifty thousand, has more 
satisfaction in the process than he who sud- 
denly becomes possessed of one hundred 
thousand dollars. As to the distinction which 
mere wealth confers, it would be obtained in 
a state of society in which the distribution of 
wealth were left to natural laws, as certainly 
as in a state in which positive institutions 
operate to the advantage of the few, and to 
the disadvantage of the many. If the riches 
of men were made to depend entirely on their 
industry, economy, enterprise, and prudence, 
the possession of one hundred thousand dol- 
lars would confer as much distinction as the 
possession of five hundred thousand dollars 
confers at present. ‘Those worth ‘a plum,” 
would then rank among the “ first men” on 
*change: those who are worth “ five plums,” 
can rank no higher now. 

But the system has not a merely negative 
effect on the happinéss of the rich. Such is 
the uncertainty of fortune in the United States, 
that even the most wealthy are not exempt 
from painful solicitude for the future. Who 
can be sure that he will be able to navigate 
his own bark in safety to the end of the voy- 
age, when he sees the shore strewed with 
wrecks? If aman leaves an estate to his 
children, he knows -not how long they will 
keep possession of it. If he extends his 
views to his grand-children, the probability 
will appear strong that some of them will be 
reduced to abject poverty. 

Such is the present custom of trade, that a 
man who has a considerable capital of his 
own, not unfrequently gives credit to four or 
five times the amount of that capital. He is 
arich man, but even if -the debts due to him 
are perfectly secure, the perplexity which is 
created by a long train of -eredit operations, 
the failure of but one of which may prove his 
ruin, must leave him but little ground for solid 
satisfaction : and the necessity he is under in 
times of embarrassment, of courting the good 
will of bank directors, goes far towards de- 
stroying his personal independence. ‘‘ The 
servile dependance on banks, in which many 
of our citizens pass their lives,’’ was ob- 
served by Mr. M. Carey as long ago as the 
year 1811. 

There is one other evil resulting from the 
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super-extended system of credit which has 
its origin in banking, and with a few obser- 
tions on this, we shall close our remarks on 
this head of the subject. We allude to the 
misery suffered by an honest man who is 
involved in debts. We have known cases in 
which none of the common rules of prudence 
had been transgressed in incurring the debts, 
in which the creditors were perfectly con- 
vineed of the honesty of the debtor, and nei- 
ther pressed for payment, nor reflected on his 
disability to comply with his engagements : 
in which the debtor was’ sensible that his fail- 
ure would not subject his creditors to any 
serious inconvenience ; and yet a gloom would 
overspread the mind of the debtor, and re- 
main there for years. 





CHAPTER XXIV. 


Of the Evils that would be produced by a 
sudden dissolution of the System. 


Ir every bank note in the country should 
be consumed by fire to-morrow, the wealth 
of the nation would be diminished just as 
much as it would be by the destruction of so 
much waste paper. 

So, if all the tithe deeds of estates were 
destroyed, the loss of positive wealth would 
be equivalent to the loss of so many skins of 
parchment. But very great injustice would 
be done to individuals by the doersesinds of 
these skins of parchment; and not less, pro- 
bably, by the sudden destruction of bank 
notes. 

It is an easy thing to establish a -banki 
system ; but it is not very easy to get rid 
it after it has been some years in operation. 
The sudden abolition of it would produce an 
entire destruction of private eredit, a uni- 
versal pressure for the payment of debts, and 
a general disability to comply with engage- 
ments. Business of nearly every kind would 
be suspended, and the laboring part of the 
community would be deprived of employ- 
ment. 

If all the bank notes in the country should 
be destroyed to-morrow, the twenty-two mil- 
lions of specie which are said to be in the 
vaults of the banks, would be put in cireula- 
tion, which, added to the ten millions of specie 
supposed to be at present in circulation, would 
make a total of thirty-two millions. Suppos- 
ing bank credits to be destroyed at the same 
moment, the circulating medium would sud- 
denly be reduced from one hundred and nine- 
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teen millions, (which is, according to Mr. 
Gallatin, the present aggregate of specie, notes, 
and bank credits,) to thirty-two millions. If an 
end were not put to all transactions except by 
means of barter, the fall of prices would be 
at least seventy-five per cent. 

If but half of the bank notes and bank 
credits should be suddenly abolished, the fall 
of prices would be in greater proportion than 
the reduction of medium, from the immense 
quantities of land and of merchandize which 
would be thrown into the market. 

If bank medium should be suddenly re- 
duced only one-fourth, the fall of prices 
would be at least twenty-five per cent, and 
universal embarrassment would be the conse- 
quence. 

Many of those who have acquired capital 
by the different operations of banking, would 
not, perhaps, desire any thing better than the 
sudden destruction of the system. Most es- 
tates which are now mortgaged for only one- 
third or one-fourth of their worth, at the pre- 
sent rate of valuation, would fall into the 
shands of speculators. The condition of the 
whole country would be like that of Ken- 
tucky when she adopted her ‘relief laws.” 
‘The people would clamor for the issue of pa- 
per money by the State Governments, and a 
worse system than the present might be 
adopted—if a worse be possible. 

Public opinion in the United States, when 
it once takes root, runs so rapidly to maturi- 
ty, that this caution is not unnecessary.— 
Some who are now living may see the time 
when the popular feeling against the banking 
system will be stronger than the feeling ever 
was in its favor. 


CHAPTER XXV. 
Of the Proper Mode of Proceeding. 


As paper drives specie out of circulation, 
so the withdrawal of paper brings specie back 
again. Wherever there is a vacuum it flows 
in, unless political regulations counteract its 
tendency to find its own level. 

If we gradually withdraw bank notes from 
circulation, no evil will ensue, for specie will 
immediately supply their place. 

The proper mode of proceeding would be, 
to begin with the smallest notes, and pro- 
ceed gradually to those of the highest de- 
nomination. 

Mr. White, of New York, in his repc.. , 
Congress, made in February, 1831, estimates 
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the amount of notes in circulation of a less 
denomination than five dollars, at not more 
than seven millions. ‘This does not exceed 
the amount of gold and silver we sometimes 
import in one year. But through the use 
made of paper, the gold and silver imported 
in one year are exported in the next. Let 
small notes fall into disuse, and an equal 
amount of specie will be retained in the 
country. ; 

The amount of five dollar notes in circula- 
tion is estimated by Mr. White at ten millions. 
Two years after the passage of the act to 
prohibit the issuing of small notes, it would 
be perfectly safe to prohibit the issuing of 
notes of aless denomination than ten dollars. 

In two years more, the prohibition might 
be extended to notes of a less denomination 
than twenty dollars. Our currency would 
then be on a par with that of Great Britain. 

In two years more the issue of notes of a 
less denomination than fifty dollars might be 
forbidden ; and in two years after that, the 
issue of notes of a less denomination than 
one hundred dollars. 

In this way, in the short period of ten 
years, and without producing any commercial 
convulsion, specie might be made to take the 
place of paper. 

We speak from experience. The princi- 
ples of the measure have been tried in Vir- 
ginia, Maryland, and Pennsylvania. In the 
way in which these States have got rid of 
small notes, the other States may get rid of 
them. Inthe way in which small notes have 
been driven from circulation, notes of every 
denomination may be made to give place to 
specie. 

In some parts of Pennsylvania, violent 
opposition was made to the act to prohibit the 
circulation of small notes, from an opinion 
that it would ‘make money scarce.’’ ‘The 
grand juries of the counties of Beaver and 
Erie went so far as to presentit as a nuisance. 
But the legislature remained firm in its pur- 
pose, and many of the former opponents of 
the law are now among its warmest support- 
ers. ‘The effect of the measure was just such 
as its friends predicted. An immense quan- 
tity of trash disappeared from circulation, and 
its place was supplied with silver. 

The principles of the measure have also 
been tried in England, where, in 1829, the 
issue of notes of a less denomination than 
five pounds sterling was prohibited. ‘The pro- 
ceeding there was, from notes of one pound, 
or four dollars eighty cents, to notes of five 
pounds, or twenty-four dollars—a greater 
jump than would be advisable in America, 
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Some of our most distinguished statesmen 
appear to be ofopinion that, if it were possi- 
ble to substitute a metallic for a paper medi- 
um, it would greatly promote the interests of 
the country. Nothing hinders, but want of 
inclination. If either of the great political 
parties into which our nation is divided, would 
take a decided stand in favor of sound cur- 
_ rency and sound credit, the cause of sound 
currency and sound credit would be triumph- 
ant. ‘The industrious classes of the nation 
would array themselves with that party, as 
soon as they could be made to understand the 
question, and the speculators and their satel- 
lites would be vanquished in the contest. 

If our national debt was of great amount, 
and if our taxes were heavy, some difficulties 
might be experienced in passing from a paper 
to a metallic medium. But our national debt 
is now merely nominal, and the taxes payable 
to the United States may, if necessary, be re- 
duced, without diminishing the efficiency of 
government. A country and a people pos- 
sessed of so much elasticity, could bear 
greater changes than any here proposed. 

Of the perfect feasibility of the measure, 
we may be convinced in another way. Our 
exports of domestic produce amount annually 
to between fifty and sixty millions of dollars. 
If we should buy from five to ten millions a 
year of gold and silver, for ten years, we 
should still have between forty and fifty mil- 
lions to expend in the purchase of European 
manufactures, and East and West India pro- 
ducts. If by the withdrawal of paper, a de- 
mand for specie to the amount of twenty mil- 
lions annually should be created, it could be 
readily supplied. England, in four years, on 
the resumption of specie payments, imported 
twenty millions sterling in gold alone. Our 
demand could be supplied by both gold and 
silver. 

Supposing the withdrawal of the bank notes 
should cause a diminution of bank discounts 
of equal amount,'the effect, if we proceed 
gradually, would be almost imperceptible.— 
If two years were allowed for the withdrawal 
of small notes, the diminution of bank dis- 
counts would, in this period, and on this sup- 
position, be at the rate of three million five 
hundred thousand dollars a year. In the sin- 
gle city of Philadelphia, there have been, in 
periods of less than a year, reductions of 
bank discounts to as great an amount as is 
here proposed for the whole country. 

According to the estimate of Mr. Gallatin, 
the whole amount of bank notes in actual cir- 
culation, in 1830, was about fifty-four mil- 
lions. Surely it will not be said, that our 
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But supposing we should, in the course of 
ten years, choose to pay off an amount of — 
bank debt, equal to the whole amount of bank 
medium, or of both bank notes and bank 
credits, amounting together to one hundred 
and nine millions, would it be a work of in- 
superable difficulty? In the last seven years, 
the government has paid off the public debt 
at the rate of eight or ten millions a year: 
can we not, all of us together, pay off be- 
tween eleven and twelve millions a year of 
bank debt? 

In a pamphlet entitled, ‘*‘ Remarks on the 
Annual Treasury Report,’’ published in 1828, 
and said to be written by two practical econo- 
mists, distinguished for their talents and in- 
formation,—the whole capital of the country 
is estimated at twelve thousand million dol- 
lars, and its productive industry at six hun- 
dred millions annually. Mr. Lee, of Boston, 
seems to suppose the national capital is not 
more than ten thousand millions, but he in- 
creases the national income to seven or eight 
hundred millions. In the Harrisburgh ad- 
dress, drawn up by Mr. Niles, in 1828, our 
productive industry is estimated at one thou- 
sand and sixty-six millions. Mr. E. Everett, 
in his speech of 1830, rates our national in- 
come at one thousand million dollars. 

‘Take the lowest of these estimates: sup- 
pose our national capital to be only ten thou- 
sand millions, and our productive industry 
only six hundred millions a year, can we not 
pay off a bank debt of one hundred and nine 
millions in ten years ? 

In every year the increase of loanable capi- 
tal in the country, must exceed the amount 
of bank debt it would be necessary to pay. 
Private credit would take the place of bank 
credit. If there should be a greater demand 
for capital on loan than could be supplied 
out of the savings of our own people, 
capital would flow in abundantly from Eu- 


rope. 

If the notes should be withdrawn gradually, 
in the manner here proposed, there is not a 
solvent bank, nor a solvent individual in the 
country, that could not sustain the operation. 
Such are the energies and the resources of 
the American people, that it would seem 
practicable to accomplish the work in half the 
time we have mentioned. ‘The sooner it is 
accomplished, the sooner will we be delivered 
from the evils of our present condition. If, 
however, ten years is thought too shorta time 
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for the work of reform, let it be extended 


through twenty years or through thirty years. 
The longest of these is but a short period in 


the lifetime of a nation. 





_ CHAPTER XXVI. 
Of a New Coinage of Gold. 


_ The money unit of the. United States is 
the dollar, consisting of 416 grains of stand- 
ard silver, or 3713 grains of pure silver, and 
44j grains of alloy. All our contracts are to 
pay and receive dollars ; all our accounts are 

ept in dollars. The dollar is thus our mo- 
ney of both account and contract, and its le- 
il value is fixed by our having a coin of the 
same name, containing the quantity of pure 
silver and alloy which has just been men- 
tioned. 

Gold is, in the spirit of our laws, a subsi- 
diary currency—its value being computed in 
silver dollars. At the United States Mint it 
is rated as fifteen to one—that is to say, 
one ounce of gold is considered as worth fif- 
teen ounces of silver; or, what is the same 
thing, as many grains of pure gold as are 
equal to the number of grains of pure silver 
contained in a dollar, are coined into an eagle 
and a half-eagle, and estimated at the mint as 
worth fifteen dollars. 

The market rate of gold to silver, as deter- 
mined by sales of gold bullion and silver 
bullion, in a series of years past, is about 15.8 
to 1. Consequently, if the mint rate corres- 
ponded with the market rate, the quantity of 
pure gold contained in an eagle and a _half- 
eagle, ought to be estimated at the mint at 
about fifteen dollars and eighty cents. 

The undervaluation of gold at the mint, is 
not the sole reason that it has disappeared 
from circulation. ‘The free use of paper is 
the chief cause of the disappearance of both 
eagles and dollars. Whenever bank notes 
are used, no more specie is retained in a 
country than is necessary for transactions of a 
smaller amount than the least denomination 
of paper, and is necessary for meeting the 
few stray notes that may be presented to the 
banks for payment. It has been found 
impossible in England to make sovereigns 
and one pound notes circulate concurrently : 
and we all know that small notes in the 
United States have not only driven away gold 
coins, but also such silver coins as are of a 
higher denomination than a half-dollar. 

f bank notes had never been introduced, 
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eagles, half-eagles, and quarter-eagles would 
have continued in circulation, notwithstand- 
ing the undervaluation of gold at the mint.— 
The eagle would not have been current at the 
rate of ten dollars, but at the rate of ten dol- 
lars and fifty cents, ten dollars and seventy- 
five cents—or whatever else it would have 
been worth. The valuation of the fraction 
would have been productive of some inconve- 
nience ; but the utility of gold coins, in large 
transactions, would have made them current 
at arate probably a little above that which 
they have borne in the bullion market. 

A new gold coinage is desirable: but the 
proposition to coin eagles of a less weight 
than the eagles of former times, is not entirely 
free from objection. As all our contracts are 
to pay dollars, and as there is no gold at pre- 
sent in circulation, an issue of a new coin 
called an eagle, which should be of the exact 
value of ten dollars, would cause no political 
injustice. But the issue of a new coin of 
different weight from the old, and yet bearing 
the same name, might give countenance to 
the idea that money is something which owes 
its value to the authority of government, and 
lead, perhaps, at some future time, to an al- 
teration in the dollar—an alteration in our 
true standard of value... 

The eagle is the proper name of a coin 
which contains 2473 grains of pure gold, or 
270 grains of standard gold, of twenty-two 
carats fineness. A coin which would contain 
but 234.84 grains of pure gold, or 256.20 
grains of standard gold, ought to be called by 
another name; and to prevent all possibility 
of mistake, should have a different device. 
When the English ceased to coin pieces con- 
taining 118 58-89 grains of pure gold, and 
began to coin pieces containing 113 grains of 
pure gold, they did not call the new pieces by 
the same name astheold. But if the propo- 
sition which was laid before Congress a year 
or two since, should be adopted, there will 
be a greater difference in the weight and value 
of our new half-eagles and our old half-eagles, 
than there is in the weight and value of Eng- 
lish sovereigns and English guineas. 

To attempt to fix by law what is not fixed 
by nature, is preposterous. Gold and silver 
vary in value when compared with one ano- 
ther, in the same manner as copper and iron 
vary. ‘The variations in the relative value of 
the precious metals are, it is true, very small: 
but in different epochs of our history, 232, 
234, 238, 247, 250, and 252 grains of pure 
gold may be worth ten silver dollars. If we 
should, through all such changes, pertina- 
ciously insist on coining eagles, adapting the 
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quantity of gold in them to the varying state 
of the bullion market, we should have a 
dozen different coins, each of a different 
weight, and yet all bearing the same name. 

As there is little use for a gold coin so 
small as the quarter-eagle, and as we have 
imitated the Spaniards in our silver coinage, 
perhaps it would be judicious to imitate 
them in our gold coinage also, and issue 
American doubloons, half-doubloons, and 
quarter doubloons, of the respective values 
of sixteen dollars, eight dollars, and four 
dollars. But if pieces containing five and 
ten dollars’ worth of gold be preferred, call 
the ten dollar piece ** the Republican,” ‘the 
President,’’ or by any name that may please 
the fancy, except that of “‘the Eagle.’’— 
This is a name affixed, by long usage, to 
a piece containing neither more nor less 
than 270 grains of standard gold; and call- 
ing a piece containing a fewer number of 
grains by the same name, will certainly lead 
to confusion of ideas, and perhaps, at some 
future period, to practical injustice. 

Whatever kind of new coins may be pre- 
ferred, it will be proper to stamp on them 
the number of grains of pure gold and 
alloy that they may contain. Each new 
gold piece will then be a primer of politi- 
cal economy, and help to dissipate the er- 
roneous ideas entertained respecting mo- 
ney. 

it will be quite unnecessary to declare by 
law, that the new gold coins shall be a 
tender in payment of private debts. Peo- 
ple who receive bank notes at their nomi- 
nal value, will not refuse gold at its real 
value. 

To ascertain the quantity of gold it would 
be proper to put in the new pieces, nothing 
more is necessary than to strike an average 
of the price gold bullion has borne as com- 
pared with silver bullion, in the principal 
markets of the world, during the last ten 
years. The mint regulations of different 
countries, are of no further account than as 
they affect the value of gold and silver in 
the bullion market. 

If from some error in the data made the basis 
of the calculation, the gold in the new coins 
should happen to be rated a decimal fraction 
too low, so small’ an undervaluation will not 
cause the coins to be exported. Their utility 
as acireculating medium will keep them in cir- 
culation, the issue of five and ten dollar notes 
being prohibited. 

If the gold should happen to be rated a de- 
cimal fraction too high, it will not, as some 
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seem to fear, drive silver out of circulation.— 
The neeessity of silver coins in small pay- 
ments, will cause them to be retained in 


country. 

Should there be a greater error than a deci- 
mal fraction either too much or too little, in 
the valuation of gold, the new coin would con- 
tinue to cireulate, but at a small discount or a 
small premium, thus correcting the error of 
the mint valuation. 

If one metal be made the standard and the 
legal tender, neither gold nor silver can be 
driven from circulation, except by paper, and 
paper cannot obtain currency except through 
the sanction or the connivance of govern- 
ment. 

Gold is undervalued at the French mint, as 
well as at our own: but according to Mr. Gal- 
latin, ‘‘it is only during short and extraordi- 
nary periods, that the fluctuations have been 
so great, as that the gold coins did either fall 
to the par of silver coins, or rise to the pre- 
mium of one per cent. During by far the 
greater period of forty-five years, the premi- 
um has fluctuated from one-fifth to one-half 
per cent.: so that the variations in the relative 
price of the two metals have, with the few ex- 
ceptions above mentioned, been less than one- 
third per cent.”” From the result of experi- 
ence in France, there is every reason to be- 
lieve, with Mr. Gallatin, that “the fluetuation 
in the relative market price of gold and silver, 
issued under proper mint regulations, would 
be so small a quantity that it might be ne- 
glected.”’ 

To establish a system of sound cu 
and sound credit, it isnot absolutely n 
to have a new gold coinage. Only toca 
notes be withdrawn, and eagles, half-eagles, 
and quarter-eagles, will come into circulation, 
and pass at their real value. But as four and 
eight, or five and ten dollar pieces, would be 
more convenient than pieces of the worth of 
five dollars and the indeterminate parts ofa dol- 
lar, or ten dollars and the indeterminate 
of a dollar, a new gold coinage is desirable. 
It would be attended with injustice to no 
individual. No seignorage being charged at 
our mint, whatever quantity of gold bullion 
aman sent there, he would receive back the 
same amount .in gold coin: and this coin 
he would pass in the market for whatever it 
might be worth.* 





# Since this was written, an act has been passed to alter 
both the gold and silver coinage. The valuation of to 
silver at the mint, is now as sixteen to one, less a very small 
fraction. The alloy in the dollar has been reduced from 443 

ains to 41} grains; but the quantity of pure silver in the 

ollar is the same as at first, namely, grai 
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Communicated. 
THE TREASURY SYSTEM. 
Tue Treasury Department of the United States 


Government is in a most shameful condition. In 
its present condition, it isa disgrace to American 
statesmanship, and is by far the most bitter fruit 
of our party divisions. If our financial system be 
not soon placed on a solid constitutional basis, con- 
neces the most fatal to the peace and dura- 
ity of the republic mnst inevitably ensue.— 
Should war overtake the nation before a proper 
settlement of the Treasury question is made, the 
union of the States must be endangered, and the 
national arm paralyzed from the want of a corn- 
mon measure to test that a “ duties, 
 imposts, and excises throughout the United States” 
which the constitution requires. For how can 
the citizens of Massachusetts, or of any other 
specie paying state be expected to pay their con- 
tributions in par currency, when the citizens of all 
the Southern and South Western States can pay 
nothing but paper in different states of deprecia- 
tion. i pad say nothing further, and can say no- 
stronger to convince any reflecting mind of 

the absolute necessity of a speedy settlement of 
the Treasury question, or rather questions, for 
there is more than one of vital importance. The 
Government has got to decide where and how the 
national money is to be kept, and who shall keep 
it: nay, what constitutes the national money itself 
is still practically an open question. Not that 
there is any doubt as to the constitutional injunc- 
tions in relation to these matters, or still less as to 
the law at present on the statute book, imperfect 
as it may be; but by a course of vicious and ille- 
gal practice, a financial chaos has been produced, 
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which requires a thorough and radical reorganiza- 
tion of the system. The Jegislator has a great 
task before him, no less than the reconstruction of 
the most important, as it unquestionably is the 
most delicate organ of the national government. 
At the present moment, we have, strictly speak- 
ing, no treasury. The question now presents it- 
self as it did to the Statesman of 1789; but since 
that time we have a world of experience which 
must not be overlooked. With this experience, 
and with an eye steadily directed both to the ob- 
ject in view, and the principles laid down in the 
constitution, it will not be difficult to arrive at a 
satisfactory conclusion. The times are highly fa- 
vorable to this result. Public opinion, as most 
decidedly expressed in the late elections, has 
cleared away what has heretofore been the great 
stumbling block in financial matters—the National 
Bank question, It may now be taken as settled 
that the people will no eye suffer their money 
to be kept by a company of merchants. The two 
vetoes were, in fact, but the mere expression of 
the public will—and what is truly ridiculous, they 
expressed the secret wishes of a large number of 
members of Congress, who had given their 
votes for a bank. It may be said, too, that the 
State Bank scheme is even more obnoxious to 
public opinion. Such is the miserable condition 
of these institutions, that, south of New York, it 
would be difficult to find any bank that could give 
the securities demanded by the old law. 

In order to arrive ata right understanding of 
this matter, our Legislators must look back upon 
the former condition of the Treasury, both as re- 
gards the law and the practice, and ascertain pre- 
cisely what is its present situation. One of the 
first acts passed by the Federal Government, was 
the act to establish a Treasury Department. In 
considering this act, and the practice under it, I 
shall confine myself to the mode therein laid down, 
for keeping the public money, as this is the prin- 
cipal, although by no means the only defect of our 
present system. This act declares in so many 
words, “ that it shall be the duty of the Treasurer 
[of the United States] to receive and keep the 
moneys of the United States, and to disburse the 
same.” “For the faithful performance of the du- 
ties of his office ;” and for the fidelity of the per- 
sons to be by him employed, “he shall give bond 
with sufficient sureties in the sum of 150,000 dol- 
lars.” He is also bound by the same act “ to sub- 
mit to the Secretary of the Treasury, the Comp- 
troller, or either of them” the inspection of the 
moneys in his hands. From these extracts from 
the law, it is quite clear that the intention of Con- 
gress was, that the Treasurer should, either by 
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himself or those employed by him, have the actual 

ion of the public money. The keeping in- 
tended by the act was a visible and tangible keep- 
ing, and not a mere account keeping, which latter 
duty he is also by the same act obliged to fulfil. 
This scheme for the Treasury would seem to have 
been framed upon the mode} of the Tresor Royal 
of the French. It was enacted in 1789, one year 
after the French system was organized, the Trea- 
surer performing the functions of the French * Di- 
recteur du Tresor,” while the Secretary of the 
Treasury corresponded to the head of the French 
finances, whether called Controleur General, or, 
as afterwards, Minister des finances. The French 
system was, however, complete in its details, 
whether or not made so by the origina] edict I do 
not know; but the American law provided onl 
for the appointment of the keeper in chief, wi 
a power in him to employ others in the trust.— 
Had the moneys of the United States been handed 
over to the United States Treasurer, as by law 
they ought to have been, it would have been for 
him so to ize his Treasury as not to incur the 
responsibilities attached to his office. It is, how- 
ever, doubtful, considering the nature and extent 
of the trusts that would be thus thrown upon the 
persons employed by the Treasurer, whether any 
one would have been willing to incur the risk; 
and it is therefore probable, the Co I 
Treasury gone into effect, that the details of the 
French system, which you in other words call the 
double lock and key and joint responsibility sys- 
tem, would have received the sanction of Con 
Some such arrangement must undoubtedly have 
been made, as absolutely necessary to out 
the intention of Congress, which clearly was to 
have the revenue of the United States received, 
kept and disbursed by the Treasurer and his 
deputies in coined money. If such was the Con- 
gressional scheme for keeping the public money, 
it is much to be regretted that an attempt was not 
made to put it into practice. Being founded ona 
solid basis, and its errors admitting of an cor- 
rective, we should now, in all probability, in 
possession of an Mstitution which could fulfil all 
the great objects of a national Treasury. 


[To be continued.) 

[So much of the law for the establishment of a 
Treasury Department as prescribes the duty of the 
Treasurer, should be either repealed or enforced : 
and so also should so much of another law of 1789 
as declares that all duties shall be paid in “gold 
and silver coin only.” There should be no dead 
laws in our statute book. 

New legislation is not absolutely necessary to 
give usa constitutional treasury. All that is ne- 
cessary is to carry into effect the laws of 1789, ac- 
cording to their true spirit and intent. The de 
fects in these acts can be supplied by means of 
Treasury Orders. The Surveyor at each port of 
entry, can be made a check on the Collector, and 
the Register at each Land Office, a check on the 
Receiver. 
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The present administration has facilities which 
the last did not possess, for carrying the acts 
of 1789 into effect. When the banks broke in 
1837, the Treasury Department was living in 
lodgings, where it had no conveniences for keep- 
ing the public money. Now there is at Washing- 
ton, a most excellent Treasury building, and a 
very secure vault, with every convenience i 
site for the receipt, keeping, and disbursement of 
the public funds. Most of the Land offices, and 
Custom Houses, have also been supplied with the 
means of keeping safely the public money. 

What is of still more importance, an act has 
been passed which makes it a criminal offence in 
any public officer, to apply the public funds to any 
other than public purposes. Till the act of July 
4th, 1840, was passed, it was their practice to em- 
ploy the public funds in their possession in their 
private speculations, or to lend them to their 
friends: and if any of the funds were not forth- 
coming when called for, the government had no 
remedy but in the long and tedious process of a 
civil suit. While such was the law and the prac- 
tice, the Government would have been exposed to 
risk of great losses, if it had attempted to enforce 
the acts of 1789. But this risk no longer exists, 
Any public officer who applies but one dollar of 
the public money to his private use, is liable to be 
punished with fine and imprisonment, and if a 
suitable example be made of the first offender, 
our history will not hereafter contain many in- 
stances of peculation. 

We hope that one of the first moves of the 
friends of sound currency and sound credit in 
Congress, will be to bring forward a resolution 
declaring that the acts of 1789 onght to be en- 
forced. And if the paper money men prevent the 
passage of such a resolution, we hope the Presi- 
dent will, notwithstanding, take the nece 
measures to have the existing laws carried into 
effect. ] ; . ’ 





PAPER MONEY IN ITALY. 

Lady Mary Wortley Montagu relates, that at 
Rome, in 1740, there was an ute want of all 
money but paper money, occasioned by an adoption 
there of Law's contrivance, when bees banished 
from France to Italy. Her banker Belloni had 
but a few sequins. “They go to market,” says 
she, “ with paper, and pay their : ; 
per. No specie is to be seen, which brings every 
thing to such extravagant prices, that 
Sean cue te The Pope 
declares that while practising law, (he bred 
a lawyer) he never knew want; but, as 
together with the State, is wretchedly poor. 
country is almost annihilated by it.” 
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EXTRACTS FROM THE PRIVATE DIARY 
OF A CERTAIN BANK DIRECTOR. 


No. VIIL. 


Saturday.—Devoted part of to-day to a tenth 
reading of the letters of the “ great financier.”— 
Ihave heard some who ought to know better, 
talk of this truly great man in rather disparaging 
terms—speak of him as a mere clerk with a pen 
behind his ear lending other people’s money, and 
instead of attending properly to his business, on 
the principles of commercial! banking, engaging in 
sttgk-jobbing, wholesale pawnbroking, and all 
kinds of political intrigue. ‘“ Where,” they ask, 
**is the evidence of his great skill as a banker? 
With thirty-five millions of capital, and credit 
which gave him the command of at least as much 
more, he was one of the first to suspend specie 

yments. The cause which led the other lead- 
ing banks in the country to stop payment, namely, 
the distribution of the public money among the 
States, did not immediately affect him, for he had 
none of that money on deposit. As for what he 
avers were the remote causes of the general sus- 

nsion, namely, the Specie Circular and the 
Bank of England’s withdrawing its support from 
the American merchants in London, these com- 
menced their operation nearly a year before. As 
a ‘great financier’ he ought to have foreseen their 
effects, and guarded against their disastrous con- 
sequences on his own institution. If he had main- 


tained specie payments for only one month, after , 


the other banks suspended, the Government would, 
under the existing laws, have been compelled to 
employ his bank as its sole financial agent, and 
thus his triumph over the government, which is 
the wish dearest to his heart, would have been 
complete. Over and above this, the art of a 
banker consists in his making every body pay in- 
terest to him, while he pays interest to nobody.— 
The ‘ great financier’ has so managed matters that 
the amount on which his bank is paying interest 
seems nearly to equal the amount of its active in- 
vestments beyond the capital paid in.” 
It is ever thus: : 


“ Envy does merit as its shade pursue.” 


There were not wanting those who used to 
of John Law, the illustrious founder of the 
ississippi scheme, and of the equally illustrious 
projector of the South Sea bubble, in terms 
equally disparaging, Even Timothy Dexter did 
not escape reproach, and I have lately read a biog- 
raphy of Samuel Terry, the Rothschild of Botany 
Bay, in which that truly great and good man is 
spoken of in a manner anything but laudatory. 
The persons who speak in this way about the 
= t financier,” may have a very adequate ac- 
quiantance with banking as a science, but they do 
not reflect sufficiently on the difference between 
the science and the art of banking. There can 
be no doubt that the “ great financier,” having no 
public money to transfer, and having the control 
of some seventy or eighty millions of capital, 
ee taking due measures in due time, have 
suspending specie payments. But, then, 
what would have become of the stock and other 
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speculations in which his friends, to say nothing 
of himself, were so deeply interested? Is it no 
part of a banker’s duty to take care of his friends 
or himself? And, after all, did not the bank gain 
largely by the suspension of specie payments '— 
And if our odious Government, and the stupid 
people, and the other banks, had only let the 
“great financier” alone, the same blessed suspen- 
sion might, according to a hint given in one of his 
letters, have been continued for twenty-four years, 
or for as long a period as payments were suspended 
by the Bank of England. 

Let the envious and the malicious as they 
may, the “great financier” is the tes Ne leon 
Bonaparte of the times—the greatest man living. 
Who else but he could, besides managing seventy 
or eighty millions of capital, in various parts of 
the world, and in various branches of business, 
and managing it all well—who else but he could 
find time to regulate the elections, afterwards re- 

late the members of the State Legislature when 
they are elected, keep Congress in due order, take 
a hand in President making, and then find leisure 
to illuminate the public on the subjects of currency 
and finance? Jn the multitude of his avocations, 
political, commercial, and literary, he more nearly 
resembles Mehamet Ali, Pacha of Egypt, than 
any other gentleman of my acquaintance; but he 
goes far beyond Mehamet. 

Sunday.—As my two beloved spiritual guides 
are both absent from the city, I did not to 
church to-day. I cannot endure the Maultexts 
and the Mangletexts who supply their pulpits, and 
who are always pruting about what they are 

leased to call a good life as essential to religion. 

t what a blessed institution the Sabbath is! I 
know not how a poor creature like myself, busily 
engaged from morning till night on week deve 
could ever get along but for the intervention of this 
precious day of re On Sunday, I always 
fee] so tranquil and collected, that, between ser- 
mons, [ review my transactions of the past week, 
and lay my plans for that which has just com- 
menced. Sometimes, when the sermon is not 
very edifying, I devote the time of service to medi- 
tating on the best ways and means of increasing 
my riches, and consequently advancing the wel- 
fare of my poor fellow travellers to eternity. To- 
day, as I did not go to church, I spent most of the 
time in posting my books. Posting books ona 
Sunday, as a general practice, I do not approve; 
but works of necessity must be attended to. 
should not exactly like my friends of the Journal 
of to know how I was employed, though 
I was so wary it is almost impossible that my con- 
oh should bring any scandal on the cause of re- 

igion. 

* eetie— Ruindes have of late been afloat that 
the “great financier” has turned Loco-Foco.— 
They sorely trouble some of our friends, especially 
those in the Middle States, on whom he has been 
pressing heavily, in order that he may strengthen 
his means for bringing the South-Western States 
into complete subjection. But such reports do not 
affect me. [ know the man too well to believe 
that he can ever turn Loco-Foco, except in the 
same sense that my son Bob became a Democrat. 
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That such a change should take place in appear- 
ance is quite ible, for he has political as well 
as pecuniary objects to advance; and, | have no 
doubt, would rather see himself President than 
either the “Hero of Tippecanoe,” or the “ Ora- 
tor of Ashland,” or even “the god-like man” of 
our American Athens. Still, some of his move- 
ments were rather puzzling. But that tranquility 
of mind which the blessed Sabbath always brings 
with it, has enabled me at length, as I think, to 
fathom his ae He has already established 


one agency at don, and another at Liverpool. 
To these he probably means to add others in vari- 
ous parts of South America, at Canton, and other 


= of Asia, to say nothing of Botany Bay and 
an Dieman’s Land. I hope sincerely he will 
embrace New South Shetland in his plan. By 
agencies thus numerous, and remote from one 
another, he may establish a system of “ kite fly- 
ing” which will, by its magnificence, utterly as- 
tound the inventors of that noble art. He will 
draw a bill on Rio, and take that up by a bill on 
Valparaiso. This he will redeem by a bill on 
the North West Coast, and then redeem that 
by a bill on Canton. When this is due, take it 
up by a bill on Botany Bay, (there are several 
banks there already) and that by a billon Van 
Dieman’s Jand, (where there is at least one bank.) 
The next step will be to New South Shetland, and 
then he can proceed round and round the globe. 
This system will come nearer the plan my excel- 
lent friend Newcraft* has for many years been 
trying todiscover, than any thing I have ever met 
with. Newcraft’s grand object has been to mature 
a system of banking, by which the disagreeable 
necessity of ever paying at all, may be avoided. 
Postponing payment indefinitely, by drawing and 
counterdrawing on all the towns in the universe, 
is the next thing to never paying at all and if 
the “ great financier’s” bank should chance to be 
bursted in bringing the system to perfection, why, 
then there will be only a voitel aaihrones be- 
tween postponing payment indefinitely, and never 
paying at alk: 

sometimes think this may be part of the 
‘‘ great financier’s” design. No greater evidence 
can be given of skill in the art of banking, than 
by now and then breaking a bank at the proper 
time. He is extremely fond of comparing banking 
and steam power, and I have often had occasion 
to think of the comparison, in reflecting on the 
fate of that noble steam-boat, the “ Nick Biddle.” 
When that magnificent vessel first made her ap- 
pearance in front of the famous city of Vicksburg, 
where there seem to be more banks than churches, 
the multitude on the shore greeted her with loud 
huzzas, Her name alone sufficed to inspire in that 
calm and Quaker-like population this hearty en- 
thusiasm. But, in some few months after, the 
noble boat burst her boiler, and now nothing more 
is heard of her. 

McThwackem tells a story so pat to the point, 
that if I had any body to listen to me I would en- 
deavor torepeat it. As it isaltogether too good to 
be lost, I must tell it to myself. 





* See auto-biography of Ferret Snapp Newcraft, Esq.,— 
Democratic Review for May, 1838. 
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In the western part of New York is the beauti- 
ful oc of Jack-Downingsville, to which the 
Slickville Yankees go to finish their education, 
before they venture to extend their benevolent 
labors to the inhabitants of “that t moral wil- 
derness,” the valley of the Mississippi, just as cer- 
tain Swiss go to Holland to be polished before they 
repair to Paris. At this interesting little place a 
juggler was once exhibiting his powers, and his 
skill was so great that he utterly astonished even 
that worthy people, to whom ledgerdemain, in 
some at least of its branches, is so easy, that it 
seems to have been born with them. He t 
swords down his throat till nothing but the hilts 
were visible, and yet remained unwounded. He 
swallowed prussic acid by the spoonful, and yet 
remained unpoisoned. He squeezed himself into 
a pint bottle, and yet retained his natural size and 
shape. Loud were the plaudits he received, which 
increased as the entertainment was prolonged, for 
each trick seemed more wonderful than that which 
had preceded it.. At length, when the admiration 
of the spectators had reached a point it seemed 
ieee to surpass, he exclaimed, “ Now ladies 
and gentlemen, | will perform a feat greater than 
any you have yet seen.” Without more ado, he 
took a pistol and blew his own brains out! The 
company, having seen the wonders he had 
viously performed, waited for some time in silent 
expectation that he would collect his brains again, 
and stand before them a living man as at first.— 
At length they became impatient, and loud cries 

“of ‘go on! go on!—what next? what next?” re- 
sounded through the room. But the poor juggler © 
— go no further. This wonderful feat was his 
ast. 

By some of his operations the “ great financier” 
has astonished the commercial world quite as much 
as the juggler by his feats amazed the people of 
the little town in the west of New York. Is this 
magnificent system of exchanges to be his last, 
or are we to exclaim “WHat Next ?* 





*[ am very much afraid some people will think 
that Iam a prophet after the event. But if any 
one will be at the pains to look into the Democratic 
Review for ger ae oe he will there find the 
above es of my diary, just asI now give 
them ss td Routnes of Ranking. . 

At that time the banks were paying specie, and 
on the very last day of December, 1838, the stock 
of the United States Bank was quoted in the Phila- 
delphia papers at $123. 

The events that have since occurred, do not in 
the least affect my judgment of “the great finan- 
cier.” I respect him morethan ever. Only give 
him plenty of capital, and any fool can manage a 
bank. The really skilful banker is he who can 
carry on his business without any capita] at all.— 
It is in this way “the great financier” has proved 
himself superior to all other men. Instead of hav- 
ing a capital of thirty-five million dollars, my own 
firm belief is, that the bank had not for many years 
a capital of thirty-five thousand. Yet it-had un- 
bounded credit, and by a skilful use of this credit, 
“the great financier” concealed its want of capi- 
tal. G. GrRaBaL 
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From the New York New Era. 
THE WALL STREET CHORUS. 
Give me a Bank—a paper Bank, 


The best machine for saving labor, 
For who would toil and sweat himself, 
When there’s a chance to sweat his neighbor. 


Away, now, with your power-looms, — 
Revolving Jacks, and spinning Jennies ; 

Contrivances for picking wool ops 
Can’t match the Banks for picking pennies. 


“Ex nihil nihil fit,” was once =" 
A maxim much in vogue with some; 

But few indeed can now maintain 
That “nothing can from nothing come.” 


For though the ancients could convert 
Their gold to rags, (as we are told,) 
Yet we, in times more civilized 
Can make from rags the best of gold. 


All hail, then, glorious alchemy, 

That can from nothing something make! 
What pity things created thus, 

Their primal form are prone to take. 


So let us have a Bank, my boys! 
A fortune thus we all may win: 
Like lilies of the valley live, 
Who “ toil not, neither do they spin!” 


With paper, then, all debts we'll pay, 
_ And should our credit once get low, 
It never comes amiss to say, 
“ The Government has made it so!” 


THE BANK REFORMER. 


We have received the second and third numbers 
of the Bank Reformer, published at Petersburg, 
Va. It is as true to its object as the needle tothe 

e. Like others engaged in the same cause, Mr. 

uffin has, we fear, to carry on the war chiefly at 
hisown cost. Thisought not tobe. All the friends 
of bank reform ought to bear a share of the expense, 
each in proportion to his ability. We have depo- 
sited specimen numbers of the Bank Reformer at 
the store of Mr. Davis, No. 449, Market street, 
and will be happy to forward to Mr. Ruffin the 
names of those who may wish to subscribe. A 
set of the Bank Reformer, six numbers in all, will 
cost 50 cents. Price for three sets, one dollar.— 
Five dollars will pay for two hundred copies of any 
one or more numbers, if sent to one address. 





TIMES HAVE CHANGED. 


In the chapter treating “ Or Banxtne on Pro- 
PER PRINCIPLES,” it is said,—‘* no instance has 
occurred of a bank breaking in Philadelphia.”— 
That was eight or ten years ago. Since then the 
Schuylkill Bank, then in as good standing as any 
other, has broken; and also the United States 
Bank, which was then regarded as second only to 
the Bank of England. How many of our present 
banks will be in good standing ten years hence? 
We put the question not with reference to the 
banks of Philadelphia only, but to those of New 
a and New England, and the rest of the 

nion. 
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“THE SUB-TREASURY SYSTEM.” 


In perusing the chapter on “ Tug Fiscan Con- 
CERNS OF THE Unron,” which will be found in a 
subsequent part of this number, the reader will 
bear in mind that it was first published in Feb- 
ruary, 1833, eight months before “ the removal of 
the deposits,” and four or five years before the 
question of separating Bank and State became the 
dividing line of parties. Perhaps he will read it 
with more interest, when informed that it was, as 
we believe it was, the first formal proposition of a 
question which has since been the subject of so 
much controversy. Incidentally it had been al- 
luded to by many: but so completely had the affairs 
of Bank and State become entangled, that no one 
previously seemed to think it was worth while to 
submit for consideration a plan by which bank 
agency in fiscal concerns might be Bacal with, 
and to offer a formal argument in support of such 
a plan. We have sometimes regarded with as- 
tonishment the excitement produced by a question, 
which eight or ten years ago engaged the atten- 
tion of only a few Political Economists, 





“A TRACT FOR THE TIMES.” 

It has often struck us with surprise that our 
paper money banking system should attract so Jit- 
tle attention from the religious world. It is difli- 
cult for us to conceive of any thing more dele- 
terious to morals, or more destructive to human 
happiness: yet the clergy, generally, are silent 
respecting it, or if they speak at all, ey speak 
on the wrong side of the question. 

Some of them, however, seem to be at last ap- 
proaching the outworks of the system. ‘The Se 
tember number of the Christian Examiner, pu 
lished at Boston, has an excellent article on the 
United States Bank; and the Western Episcopal 
Observer, published at Cincinnati and Louisville, 
contains a truly orthodox sermon on the text, 
“*QWE NO MAN ANY THING.” It is the production 
of the Rev. John T. Brooke, Rector of Christ 
Church, Cincinnati, and had been published in 
pamphlet form, previous to its appearance in the 
Observer. 

After a suitable exordium, Mr. B. proceeds to 
speak, “L Of debts of wilful dishonesty.—II. Of 
debts of avaricious speculation.—III. Of debts of 
vanity.—IV. Of debts of imprudence,” and makes 
some very judicious observations under each of 
these heads. 

This is, however, only fighting with vices in 
the abstract: and “ fighting with vices in the ab- 
stract, is,” as Dr. Johnson says, “very safe fight- 
ing, but it is fighting with shadows.” If the 
Church wishes to put an end, or greatly to dimin- 
ish, “debts of wilful dishonesty, debts of avaricious 
speculation, debts of vanity, and debts of impru- 
dence,” it must bring its heavy artillery to bear 
on our paper money banking system. 


BUENOS AYRES. 

We well remember the time when it was pro- 
claimed with a flourish of trumpets, “that the 
good effects of establishing a bank had already 
been experienced at Buenos Ayres.” We noted 
this in the book of memory, and some years after- 
wards, in looking through the New York Christian 
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Advocate, found a letter from a Methodist mis- 
sionary in South America, stating that in no coun- 
try had paper money produced more pernicious 
effects than in Buenos Ayres. 

But the paper money evil is one that will not 
cure itself. Recent files of Buenos Ayres papers, 
deposited at our Exchange, mention that for weeks 
in succession, no sales had been made of either 
dollars or doubloons. Under such circumstances, 
there is no way of testing the value of the paper 
currency, but by the rates of foreign exchange. 
On England, exchange is quoted at 2}d per dollar. 
If we make due allowance for the balance of pay- 


ments in favor of England, we shall find that 


each dollar of Buenos Ayres paper currency, is 
uivalent to about five cents in United States 
silver currency. 


NEW SOUTH WALES. 


The Botany Bay gentlemen seem to know one 
another too well, to be willing to trust one ano- 
ther. They have a number of banks among them, 
but from the accounts published in the London Jour- 
nal of Commerce, the amount of specie in their 
vaults appears, with one or two exceptions, to ex- 
ceed the amount of notes in circulation. 

On nearly all deposits they pay interest: and 
et they contrive to make enormous dividends.— 
heir principal profits appear to be derived from 

borrowing at a low rate of interest, and lending 
ata high. 


SOUTH CAROLINA. 


Governor Richardson, in his message to the Le- 
gislature says some good things, but suggests that 
as the charters of the present banks expire, “the 
whole banking capital should be merged into one 
system, proportionally controlled by the stockhold- 
ers and the Representatives of the people.” This 
would greatly increase the evils of the system.— 
If paper-money banking is to be perpetuad, let the 
alice of Rhode Island be adopted, and charters 
granted to all who apply for them. An open mo- 
nopoly is at all times to be preferred to a Close one. 


MISSISSIPPI. 
The majority of the people of this State have, 


at the last election, resolved to repudiate the bonds- 


for five million dollars granted to the Union Bank. 

First, because the law under which the bonds 
were issued, was a violation of the Constitution 
of the State. 

Secondly, because the provisions of the law 
were utterly disregarded, both by the Commission- 
ers who sold the bonds, and the officers of the 
United States Bank who were the purchasers. 

They admit the moral obligation to redeem the 
bonds, but affirm that that rests on the Union Bank, 
and not on the people of the State. 

Governor McNutt has addressed a letter on the 
subject to the editor of the Richmond Inquirer.— 
In it he says—a demand will probably be made 
on the Government of the United States for the 
payment of the bonds, ‘This will raise an exciting 
and perplexing question. The State has defined 
her position, and will maintain it, be the conse- 
quences what they may. I firmly believe four- 
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fifths of the people of the State prefer going to 
war in lieu of paying the bonds. The Whig ce 
didates for aera and er of the aa 
ture, generally, pledged themselves to oppose any 
bill intended 10 tax the e, to pay either a 
principal or interest of these bonds. But for this 
and national politics, the State would have been 
ree unanimous in opposing the payment of the 
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The debt of this State, incurred for imbamee 


improvements, is upwards of eight millions of dol. 
lars. Besides this, there is what is called the 
suspended debt, consisting of bonds pawned to 
raise money to pay interest, and bonds out of 


which the Commissioners were outwitted, by 


banks and brokers, amounting to four millions 
more. 

This makes a total of twelve millions incurred 
for internal improvements, and all the improve- 
ments made, would not, it is said, if sold, bring 
one million dollars—nay, not one half, of that sum. 

Besides this, Indiana has incurred a debt in the 
creation of bank stock. 


MICHIGAN. 


A correspondent of the Public er gives 
the following account of the condition of affairs in 
Michigan. 


“ Currency and the credit system have been com- 
pletely and successfully revolutionized in Michi- 
gan. Perhaps no State in this Union had so de- 
based a currency as Michigan, and in none was 
the credit system so grossly abused. Scarcely a 
shopkeeper or tradesman escaped destruction from 
its effects, Extremes provoke radical remedies. 
The people assembled in township and county 
meetings throughout the State. To cure the 
evil, they resolved to sell their wheat and other 
products for specie only, counting, as specie, notes 
of banks paying coin. “The Macon Specific” 
worked like a charm. The shinplasters flew 
back to the issuers, and their place is now filled 
by specie, which is quite abundant, and by the 
notes of New York banks that pay in coin. Those 
who predicted ruin to trade and al] manner of 
evil, from what they honestly considered a radi- 
cal and a destructive measure, were amazed to 
find that all kinds of industry, and every descrip- 
tion of business, which so lately appeared as cheer- 
less and lifeless as their forests in winter, sudden- 
ly put forth the green leaf and flourished in a 
healthy luxuriance before unknown. 

“The reform in the credit system made perfect 
what the improved currency had begun. The 
custom of giving loose and open credits, so hazard- 
ous and destructive to all tradesmen, was by com- 
mon consent abolished. The wealthiest man 
might send to a store a common order for a small 
matter, and it would surely be dishonored. The 
method adopted is this. Let me recommend it to 
Pennsylvania. 

“Any person known to be good for the amount, 
may obtain an open credit on the shopkeepers’ 
books by making a specific arrangement. He is 
required to agree in writing to make payment in 








___eash or produce at stated prices, on a day fixed by 


agreement. ‘This plan saves the merchant all the 
trouble and delay of collection, and when he is 
ready to purchase a new stock of goods he is pre- 
with cash or convertible products, which 
are aga available in the New York market. 
“The people of Michigan understand the philoso- 
phy of banking exactly. They cansee very clear- 
y that all privileges given toany set of men to 
make artificial money, and tocharge interest upon 
it, the same as upon real money, is a gross fraud 
upon the industrious classes, robbing them of ex- 
actly so much of their hard earnings to enrich a 
set of scheming aristocrats who infest every coun- 
try, and by specious reasoning impose enormous 
taxes upon the producing classes, for which the 
lazy return no equivalent.” 





INCIDENTS. 


Mr. Charles Esenwein, the tobacco merchant, 
who was spoken of in one of pur former numbers, 
on the authority of the daily papers, ‘ts having 
displayed considerable skill in financiering, has 
returned from Europe, and made explanations 
which, it is presumed, have satisfied his creditors. 

Co]. Monroe Edwards, accused of forgeries, by 
which certain merchants of New York were de- 
frauded of large amounts, has commenced suits 
against them, and against Recorder Vaux of this 
city, for the recovery of the money taken from 
him. He has also commenced a suit against the 
same individuals for damages, estimating the in- 
uy done to him at one hundred thousand dollars! 

n paper financiering, the boys of the present 
day seem to be almost equalto the men. One of 
them in this city, Pitcher by name, has lately 
forged the names of his ee on checks 
amounting in all to $14,000. He is only nineteen 
years old. 

Jonathan K. Hassinger, and Jonathan M. 
Wright, formerly President and Secretary of the 
Norristown Rail-Road Company, have been con- 
victed of having issued spurious certificates of loan 
and of stock of the said company, amounting in 
the aggregate to 257,500 dollars. Hassinger was 
sentenced to four years imprisonment, and Wright 
to four months: but the latter has been pardoned 
by the Governor, under the belief, it is said, that 
he was the mere dupe of Hassinger. 

Mr. Thomas L. Nicholson, the owner and occu- 
pant of the most splendid mansion in the district 
of Moyamensing, adjoining the city proper of 
Philadeiphia, has been convicted of making forged 
entries in the books of a house in which he was 
employed as clerk. 

The Hon. Charles F. Mitchell, ex-member of 
Congress from the Niagara district, to whose case 
we alluded to in our first number, has had a trial 
in the city of New York, and has been found 


guilty of forgery. 
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BANK FAILURES. 

An injunction has been served on the Bank of 
Bennington, Vermont. 
~ The Union Bank of Mississippi has made an 
assignment. 

On the 27th of November, the bills of the Housa- 
tonic Rail Road Bank ceased to be redeemed in 
New York: and on the 29th, those of the St. 
Lawrence Bank of Ogdensburg. The former isa 
Connecticut concern: the latter one of “the free 
banks” of New York. Great distrust of most of 
“the free banking associations” appears to be en- 
tertained in that State. 

The Bank of Watertown, the Commercial Bank 
of Oswego, the Bank of Whitestown, N. Y., and 


the Agricultural Bank of Brewer, Maine, are also 


to be numbered with the broken. 

In one of our former numbers, we copied from 
the New York Herald, a statement of the failure 
of the “Aboukir Banking Company” of Iowa 
Territory. The Iowa City Argus requests us to 
state that there never has been a banking company 
of that name in that Territory. 


THE UNITED STATES BANK, 

The Grand Jury of the Court of General Sessions 
is now engaged in making an inquisition into the 
affairs of thisbank. It is hoped it will be thorough 
and rigid. 

“St. G, T. Campbell, as counsel for the judgment 
creditors of this bank, has” says a city paper, “at- 
tached the debts due by Messrs. Webster, Biddle, 
and Riddle, and also the $90,000 which it is al- 
leged were deposited in the hands of Messrs. 
Handy, Lewis, and others, with the view of im- 
properly influencing Governor Porter. In this 
oe the defendants are required to answer under 
oath.’ 

A great many suits have lately been instituted 
against the debtors to this bank, 

Judge Este, of the Superior Court at Cincin- 
nati, has decided that United States bank notes 
are not, under the law of Ohio, a legal tender for 
debts due to the bank. This decision is of a fa- 
vorable character for the trustees under the as- 
signment for debts due y the U. 8. Bank to the 
banks of Philadelphia. The property in Ohio held 
by those trustees, is estimated at one million dollars, 

Among the securities which the Bank of the 
United States pledged in Europe, were bonds of 
the Ohio Life and Trust Company, to the amount 
of one million dollars. These were lately offered 
for sale in New York, and bought up by the said 
a and Trust Company for fifty cents in the dol- 
ar. 

On the night of December Ist, the following 
stocks, part of the property of the United States 
Bank, were disposed of by auction at the Phila- 
delphia Exchange, at the following prices: 


4020 shares of capital stock of the Cumberland Val- 
ley Rail-Road, in one lot, 
5209khares of capital stock of the Sunbury and Erie 
Rail-Road, 
3030 do. do. Franklin Rail-Road Company, 140 00 
rt 3 fe do. Wrightsville, York, and Gettysburg Rail- 


These stocks, which cost the bank more than 


‘six hundred thousand dollars, sold under the ham- 


mer for $670! They were bought up by Mr. 
Hemphill, as was understood, for the bank, 
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Boston. ...+se0++- - || Seymour; dated June 2, 1835. M.H. Falls, cash.; Preserved 
New York .....+.+ ; Fish, pres. Signatures and filling up in same hand. 
Philadelphia eee ee ee ee re eee 5 a 5h dis. UNION BankK, Dover, N. J. -—_ ’ letter . The female's 


Baltimore .......... ceoverenas la li pr. in the vignet . 1839 
Richmond. seer ee eee ewe eee eee eee . 1} a 9° dis. = » on = re any, G08, = dated sult J 
- BANK NOTES. 


North Carolina. ..c..eeeseeeees 
CHATIESLON 5. serene eeeneeeeeees United States Bank notes are at from 34 to 38 discount, 
SAVANNA. ses eeeeeeeeereeevene and Towanda notes at from 25 to 30. The State bills of 
AUSUSED ove ecreeeeeeeer es eeees : credit issued by the Exchange Bank of Pittsburg, and by 
Columbus veseeseees| 100 @ 10} dis. the Erie Bank, are also in bad repute, and are refused by | 
MACON. +. s-seeeseeeseeeeeeeess/ IL @ 12 dis. many. Notes of the Bank at Lewistown, Pennsylvania, 
Mobile....... Over sasecsvecccce 11 a 11} dis. were on Saturday, Dec. 4th, generally thrown out by the 
New Orleans......... betes 6 a 6} dis, brokers, in consequence of the Philadelphia agent of the 
bank ceasing to redeem them. Present discount, 7 per cent. 


with a pen. 
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Nashville ........+s. a seeseeees 14 a 15 dis. dis. In New York, it is said, few of the brokers will buy the 
St. LOUIS ceeeseeeeeseeeeeeeees Ba 9 dis. notes of any of “ the Free Banking Associations ;” and the 
Louisville seeeere teen eeeeeesees 10 all dis. notes of many of the Safety Fun Banks of the interior 
Cincinnati . eee ( 13 @l4 dis. are regarded with great distrust. 


Michigaa..cesreccscsccsscocss| 9 @2J0. dis, 
THE STOCK MARKET. 


PRICES OF PRODUCE. There has been a further fall in stocks, attributed by some 
Cotton, New Orleans, per Ib...-| 8 @ 12 to the result of the election in Mississippi. It is believed . 

Mobile .......s.022.055| 8 @ Il} that if one State repudiates its debt for one reason, another 

Upland. sseseoel Tha 10 may do it for another reason. 

Flour, Western Canal, per bbl.| 6.12} @ 6.25 Illinois 6 per cents. were at one time as low as 25 at New 

Philadelphia — «— York, and Indiana 5 per cents. were not much higher. They 

Rye Flour.......e...066) ——  @ 4.25 have now, however, rallied some. On the 4th Dec., Ilinois 

_ Indian Meal ........... 3.12} a 3.25 6 per cents. brought 33 and 34, and some sales of Indiana 
Grain—Wheat, per bush -| 1.30 @ 1.35 fives were effected at as high rates as 35. 

Rye ....... te eeeees tees Pennsylvania fives are down as low as 60, and thia in 
face of semi-official declarations, that the interest due in 
February will be punctually paid. 

It is well worthy of remark, that while Pennsylvania 
fives are at 60, Philadelphia city stocks bearing the same 
rate of interest are above par. 
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DOMESTIC EXCHANGES. 
If the reader will compare the rates given in the present 
number with those given in the last, he will find that at 
New York there has been a great increase in the rate of dis- 


count, on most places south and west of that city. 


THE MONEY MARKET. 


This is “tighter” than it has been at any time since we 
commenced this Journal. At Boston, the current rate of in- 
terest is said to be 2 per cent. a month—a necessary conse- 


| quence of the banks there taking part of the U. 8. loan. 
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OF THE AMERICAN BANKING SYSTEM. 


CHAPTER XXVII. 
Of the Fiscal Concerns of the Union. 


In a report to the Senate, by the Com- 
mittee of Finance, made March 29th, 1830, 
it is said— . 

“The Government receives its revenue 
from— 

343 Custom Houses, 

42 Land Offices, 
8400 Post Offices, 

134 Receivers of Internal Revenue, 

37 Marshals, 

33 Clerks of Courts. 

“ These, with other receiving Officers 
which need not be specified, compose an 
aggregate of more than 9,000 persons, dis- 
persed through the whole of the Union, 
who collect the public revenue. From these 
persons the government has for the ten years 
preceding the Ist of January, 1830, received 
$230,068,855 17. This sum has been col- 
lected in every section of this widely extended 
country. It has been disbursed at other 
points, many thousand miles distant from 
the places where it was collected; and yet 
it has been so collected and distributed, 
without the loss, as far as the committee 
ean learn, of a single dollay.”’ 

The most difficult point in the business 
of finance, is to get possession of money. 
If this point is attained, the safe-keeping of 
the money, the transferring of it from one 

of the country to another, and the pay- 
ing it away, are easy undertakings. 

If ** not a dollar has been lost,’’ it has not 
been because the present system contains 
any extraordinary guards against malversa- 
tion. ‘The collectors at our custom-houses 
have the whole amount of money received 
by them, under their entire control, till it is, 
at stated times, transferred to the credit of 
the Treasury Department. Under a differ- 
ent system, all the public officers at each 
particular point, might be made checks on 
one another. 

With a sub-treasury office in each State, 
the safe-keeping and disbursing of the pub- 
lie funds could be effected without any diffi- 
eulty; and the expense of each sub-treasury 
office need not exceed ten thousand dollars 

annum. 

If it were necessary occasionally to carry 
silver from one part of the country to ano- 
ther, the government could do it as easily 
and cheaply as individuals. ‘The whole 
amount it would be necessary to transport, 
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would not probably exceed four or five mil- 
lions a year, nor the cost go beyond one per 
cent. As the principal part of the United 
States revenue is collected in those sections 
of the country which have usually the rate 
of exchange in their favor, what the govern- 
ment would gain by the sale of bills of ex- 
change in the West and South, on Boston, 
New York, Philadelphia, and Baltimore, 
would probably exceed what it would be 
forced to pay for the transportation of specie. 

There is no novelty in this. It is the 
system of all policed nations except our own. 
In England, the bank is merely auxiliary to 
the Exchequer and the Treasury. ‘The 
revenue collected at Liverpool, is, or was, a 
few years since, remitted to London through 
the agency of a private banker. 

* It has been maintained that Congress has 

the right to establish a paper-money corpo- 
ration, because the constitution declares it 
shall have power to take all the ‘ necessary 
and proper means’’ to carry the general pro- 
visions of that instrument into effect. It is 
not pretended by any that a paper-money 
incorporation is absolutely indispensable for 
the collection and disbursement of the reve- 
nue: but they choose to make the terms 
‘necessary and proper’? synonymous with 
the terms ‘‘ natural and appropriate.” 

But to incorporate a bank with a capital 
of ten millions or of thirty-five millions, to 
endow that corporation with privileges which 
individuals do not possess, and to make its 
paper receivable in payment of dues to go- 
vernment, is a measure so wide from the 
proposed end, that it cannot with propriety, 
be considered ‘¢as necessary and proper,” 
or, if the phrase be preferred, ‘‘as natural 
and appropriate.’’ It is difficult to believe 
that such a measure would have been even 
so much as thought of, if it had not in it- 
self been calculated to promote certain pri- 
vate interests. ‘The natural and appropriate 
way of keeping the public funds, is in the 
treasury and in sub-treasury offices. The 
natural and appropriate way of transferring 
them from point to point, is by bills of ex- 
change, and the occasional transportation of 
specie. 

Neither is the establishment of a United 
States paper-money incorporated bank the 
‘necessary and proper,” or ‘natural and 
appropriate” way of correcting the evils oc- 
casioned by the State banks. A national 
bank, resting on the same principles as the 
State banks, must produce similar evils. It 
must ‘contract’? and ‘*expand’’ as well as 
they. 
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If Congress should, from excessive caution, 
or some less commendable motive, delay the 
passage of the necessary laws for prohibiting 
the issue of bank notes, the ** necessary and 
proper” or *‘ natural and appropriate”’ way of 
regulating the State banks, would be by de- 
elaring that nothing but gold and silver should 
be received in payment of dues to the go- 
vernment. ‘The State banks would then be 
obliged to provide a sufficient fund of specie 
to meet the demands of the merchants having 
payments to make to government. This 
would force them to diminish the amount of 
notes in circulation. ‘The government re- 
ceiving and paying nothing but gold and sil- 
ver, the people generally would begin to dis- 
tinguish: between paper and specie—between 
cash and credit. Simple as the measure is 
it would double the amount of metallic money 
in the country, and prevent, in a great degree, 
fluctuations of currency, and oscillations of 
credit, by taking away one of the chief causes 
of the instability of bank medium. 

The establishing of a paper-money incor- 
porated bahk, is not the ‘* necessary and pro- 
per” or ‘natural and appropriate’? way of 
enabling government to borrow, when borrow- 
ing is advisable. A bank may, when insti- 
tuted, lend to government its whole capital, 
or so much, at least, as is not required for 
supporting its credit and circulation: but it is 
not often that it can, after it has been some 
time in operation, make any great loan to 
government, without either curtailing mer- 
cantile accommodations, or issuing an excess 
of paper. Nearly all the great *‘ expansions” 
and * contractions”’ that have occurred in both 
England and the United States, can be traced 
to attempts to convert banks into fiscal ma- 
chines. If the operations of government 
could be completely separated from those of 
the banks, the system would be shorn of half 
its evils. If government would neither de- 
posit the public funds in the banks, nor bor- 
row money from the banks; and if it would 
in no case either receive bank notes or pay 
away bank notes, the banks would become 
mere commercial institutions, and their credit 
and their power be brought nearer to a level 
with those of private merchants. 

‘The ** necessary and proper,”’ or ‘* natural 
and appropriate’ way of placing the financial 
concerns of the country on such a basis as 
will enable us to provide for all exigencies, 
is to make gold and silver coin the exclusive 
money of the country. We shall then be 
prepared for either peace or war. 

‘To depend on the banks in time of war, 
after the experience of both England and the 


United States, would be the height of infatua- 
tion. ‘The impression produced on the minds 
of men by the suspension of specie payments, 
is so fresh, that on a new declaration of war, 
it is probable a great part of the deposits 
would be withdrawn. If the banks should 
escape this evil, the landing of a hostile foree 
of but a few thousand men on any part of the 
coast, would create **a run’? which would 
compel most of them to suspend payment.— 
If government should, to forward its financial 
schemes, sanction or connive at a suspension 
of specie payments, it would be instrumental 
in producing such evils as we suffered in 
years past. 

A war imposes on government the neces- 
sity of expending the greater portion of its 
revenues in a section of country distant from 
that in which it collects it. ‘The payment of 
the war taxes in a single year, would deprive 
a great part of the Union of its specie. The 
sources of foreign supply would be cut off, 
and much of the specie which flowed from 
the interior to the frontiers, would be ex- 
ported. It would not return in sufficient 
quantities, or sufficiently early to meet the 
wants of either the people or the government. 

A vigorous war of but two years continu- 
ance, in which our foreign commerce would 
be interrupted, must produce one of two re- 
sults.. It must either compel the banks to 
suspend specie payments, and thus produce 
evils which no pen can adequately describe ; 
or else force them to curtail mercantile ac- 
commodations, and thus spread ruin through 
the community. ‘To sustain the credit of 
bank medium, it would be necessary to re- 
duce it to much less than its present amount: 
and as it would be impossible in a state of 
war, immediately to obtain a sufficient supply 
of gold and silver coin, the government and 
the people would suffer all the evils of an in- 
sufficient circulating medium. 

We have profited in some respects, by the 
experience of the last war. We have built 
ships, constructed fortifications, and collected 
military stores. But ‘*‘ money is the sinews 
of war;’’ and it must berealmoney. Paper- 
money will not then answer. 

Let bank notes be withdrawn, and such an 
accumulation of gold and silver coin will be 
made by individuals, that in no possible exi- 
gency will there be a real scarcity of money. 
This is evident from the condition of certain 
countries in which paper money is unknown. 
In Flanders, for example, every farmer has a 
little purse of gold or silver—-small in pro- 
portion to his property, but making the ag- 
gregate throughout the country very consi- 
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derable. Nothing is lost by this practice — 
It is impossible to keep the whole wealth of 
a country in constant circulation. If a man’s 
whole stock consists of but two suits of 
clothes, he cannot wear them both at the same 
time. It is of little moment as regards indi- 
viduals, whether their reserved stock be in 
money or in those things which money can 
procure. Ina national point of view nothing 
is lost by this custom. It insures the punc- 
tual performance of contracts. No man has 
to call twice on a farmer in Flanders, for the 
payment of a debt. Whatever may be the 
vicissitudes of war or of commerce, there is 
never in that country a scarcity of the tool 
of all trades. | 

We have that amount of metallic money in 
the United States, which is barely suflicient, 
in the most favorable state of things, for daily 
exchanges, and which would not answer even 
in the most favorable state of things, if we 
had not various modes of barter, and different 
credit contrivances. As much time is lost 
every year, in ‘* dunning for debts,”’ as would, 
if properly employed, purchase some millions 
of metallic medium. Let the natural order 
of things be restored, and a sufficiency of 

-metallic money will be collected, to enable 
the country to bear transitions from peace to 
war, and to answer all the demands of com- 
merce, both ordinary and extraordinary. As 
it is the custom of all prudent families in rural 
districts, to have on hand a greater quantity 
of flour and other necessaries, than is required 
for the use of the twenty-four hours, so it 
will become the custom for each prudent 
family to have a little money in reserve. Out 
of this stock, the war taxes will be paid, and 
before the original stock is completely ex- 
hausted, a portion of it will come back to 
them in the regular course of trade. 

Few people are more able than those of 
the United States to contribute what is neces- 
sary for the defence of their country. Few 
people, if we had a proper money system, 
would be more willing. Ask the farmer, if, 
in a war undertaken in a just and righteous 
cause, he would not be willing to contribute 
a certain number of bushels of wheat to vin- 
dicate the honor of the nation or secure its 
safety. Ask the shoemaker, if he would not 
be willing to contribute a certain number of 
pairs of shoes. Ask the day laborer, if he 
would not be willing, in such a contingency, 
to labor a certain number of days on the for- 
tifications. Now, what anation actually con- 

es in the course of a war, is labor and the 
products of labor: but the taxes cannot be 
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conveniently collected in kind, and to collect 
them in money is impossible, for the people 
have it not to give. 

Let those obstacles be removed which pre- 
vent our acquiring such a stock of metallic 


money as is adapted to varying exigencies, . 


and in times of hostilities, neither productive 
industry nor commercial credit will be affected 


‘more than is necessary by the incidents of 


war. In this condition of things, the govern- 
ment could easily raise considerable sums by 
taxation. If it chose to borrow, the negotia- 
tion of its loans would not, as in the last war, 
derange the whole train of mercantile opera- 
tions. Simply by collecting taxes enough to 
pay the annual interest, it could borrow to 
any desirable extent. If the loanable capital 
of our own country were not sufficient to 
meet its wants, it would have the market of 
the world from which to supply the defi- 
ciency. 

But let the present system continue, and in 
a state of war, the government must get into 
financial embarrassments, in attempting to 
extricate itself from which, it will, as in the 
last war, involve thousands in ruin. 





CHAPTER XXVIII. 
Of Banking on Proper Principles. 


Ture is nothing novel in the modern sys- 
tem of banking, except its being carried on 
by corporations and by the instrumentality of 
paper-money. 

Private bankers were known to the Greeks, 
the Romans and the Jews. At Rome, espe- 
cially, they appear to lave been very numer- 
ous, and to have done an extensive business. 
The shops around the Great Forum were 
chiefly occupied by them, and we may learn 
from Cicero and other ancient authors, that 
the Romans commonly paid money by their 
intervention. A Roman would sometimes 
give an order, or, as we should say, draw a 
check on his banker: but the usual way of 
managing pecuniary transactions, was by 
writing their names in the banker’s books.* 

Previous to the establishment of the Bank 
of England, the goldsmiths of London per- 
formed most of the functions of bankers.— 
To those who deposited money with them, 
they sometimes allowed six per cent. interest, 
but the usual rate did not exceed four per cent. 


** In foro, et de mens# scriptura, magis quam ex arca do. 
mojuc, vel cista, pecunia numerabatur.”— Terence. 
“ 
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In Virginia, as is stated by a writer in 
the Richmond Inquirer, the merchants form- 
erly acted as bankers to the planters. Go- 
vernor Wolcott, in his message to the legisla- 
ture of Connecticut, in May, 1826, says that 
_ “private banks existed in this country before 
and a short time subsequent to the revolu- 
tionary war.”’ 

As a country advances in wealth and popu- 
lation, the business of dealing in money natu- 
rally becomes a distinct profession. It is a 
business which requires no laws for its spe- 
cial encouragement: no charters to cause it 
to be conducted to the public advantage. The 
trade in money is as simple in its nature as 
the trade in flour or the trade in tobacco, and 
ought to be conducted on the same princi- 
ples. 

Restore the natural order of things, by 
abolishing money corporations, and, in those 
parts of the country where there is little 
population, little wealth, and little commerce, 
there will be little banking: while in those 
districts where commerce is extensively car- 
ried on, bankers will rise up in proportion to 
the wants of the community. 

In most villages, all the call there is for 
bankers could be answered by the postmas- 
ters. Offices of deposit, of transfer, and of 
loan, are not necessary in villages. The only 
call there for a dealer in money, is to collect 
debts due to a person at a distance, and trans- 
mit the money to those to whom it is due.— 
The publishers of periodicals now collect a 
great part of what is owing to them on ac- 
count of subscriptions, through the medium 
of postmasters. Many of the debts due to 
merchants might be conveniently collected in 
the same way, if government were careful to 
appoint none but solvent and trustworthy per- 
sons to be postmasters : and if it should make 
a rule to remove them on proof being given 
of their having neglected to pay over the mo- 
ney which they had collected. 

But, it would not be necessary for govern- 
ment to go even thus far, for us to have a good 
banking system. ‘The postmaster, in most 
small towns, would stand the best chance of 
becoming collector of debts for persons at a 
distance, and the commissions he would re- 
ceive would, in many cases, exeeed the 
amount paid to him as a public officer: but if 
he were found untrustworthy, or incapable, 
the business would be transferred to the store- 
keeper, or some other respectable inhabitant 
of the village. 

In the larger towns, and even in the small 
towns which are centres of wealthy districts, 
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the business of dealing in exchanges, and of 
acting as an agent between lenders and bor- 
rowers, would become a distinct profes- 
sion. 

In each city the number of bankers would 
be in proportion to the amount of business to 
be done, and their capital in proportion to the 
trade of the city. A merchant of Philadel- 
phia who wished a note discounted, would, 
instead of having his choice among a dozen 
corporations, have his choice among perhaps 
twice that number of private bankers. In- 
stead of being obliged to approach the super- 
cilious director of some overgrown moneyed 
institution, he would deal with a private tra- 
der, to whom it would be of as much i : 
tance to lend as it would be to himself to bor- 
row. ‘The extent of business these private 
bankers would do, would depend, in a degree, 
on the disposition they showed to acecommo- 
date their customers. The competition 
amongst them would be so lively, that, after 
the manner of the bankers of Europe, they 
would allow an interest on deposits. Being 
responsible in the whole amount of their pri- 
vate fortunes, they would seldom extend their 
loans so far as to cherish the wild spirit of 
speculation. ‘Their whole fortunes would be 
in the business, and their whole faculties ex- 
erted for its proper management, and it is in 
this way only that any business can be well 
conducted. 

If there should be a necessity for placing 
any restrictions on these private bankers, it 
would be simply that of restraining them 
from issuing notes, bills, or checks, which 
would circulate in the same way as the pre- _ 
sent bank notes. Some intelligent men who- 
have turned their attention to the subject, 
think that even this would not be necessary. 
They are of opinion that the competition 
among private bankers would be so brisk, 
that they would effectually check one ano- 
ther. 

In opposition to this it may be urged, that 
much has been lost by the breaking of private 
bankers in England; though it must be ad- 
mitted, this is not a case exactly in point, 
since the private bankers of England are in- 
fluenced in their operations, though not regu- 
lated, by the great corporate institution of that 
kingdom. 

In Seotland, where the private banks have 
the predominance, little has been lost by the 
breaking of these institutions. But the evils 
produced by the occasional breaking of 
bank, are far from being the greatest evils a 
the system. No instance has occurred of a 
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bank breaking in Philadelphia, and yet who 
can adequately describe all that the people of 
this city have endured from banking? We 
have satisfactory evidence that the Scotch 
banks, by their ‘‘ expansions”’ and ‘ contrac- 
tions,”’ produce evils, the same in kind, though 
not in degree, as are felt in Philadelphia. 

But in neither England nor Scotland, can 
we, perhaps, be said to have a fair example 
of private banking, as the government receives 
bank notes in payment of taxes. When the 
government receives any kind of paper, the 
people lose their clear perception of the differ- 
ence between cash and credit, and where room 
is made in this way for the circulation of 
notes, the most worthless sometimes ob- 
tain circulation as easily as the best. ‘** Num- 
berless instances,” says the Edinburg Re- 
view, ‘* have occurred in the history of Brit- 
ish banking, within the last few years, in 
which the notes of individuals without any 
real capital, and who were from the beginning 
in a state of insolvency, have continued to 
circulate for a long period in company with 
the notes of the best established houses, and 
to enjoy an equal degree of credit.” 

The private bankers on the continent of 
Europe do not circulate any paper, but it is 
not in our power to say, whether this is, in 
all instances, owing to obstacles thrown in 
their way by government, or to the indispo- 
sition of the people to receive paper where it 
is not taken in payment of taxes. 

If notes issued by private bankers, should 
circulate as the notes of the present corpora- 
tions, they would become money. As a 
credit money, they would necessarily fluctu- 
ate in quantity. It is not desirable that, in 

addition to changes in the state of credit, 
proceeding from great natural or political 
eauses, we should have changes in the cur- 
rency, to add to the uncertainty of trade.* 

If these notes produced no other evil, they 
would prevent us from accumulating that 
stock of metallic money, which is required 
for the varying exigencies of peace and war. 
After they had been for a time in circulation, 

*“Hitherto,” says Tooke, “ the Legislature has restricted 
individuals, under the severest penalties, from establishin 
pause mints, and uttering metallic money of intrinsic end 

tible-value; yet, with a degree of inconsistency 

Which strkes us as most extraordinary the more attentively 
We consider it, our law-makers have permitted individuals 
to establish private banks of circulation—and to utter paper- 
money, of only a conventional value, which a 
breath of panic may at any time destroy. On the same prin- 
ciple that the government protects the public against the 
insecurity which might arise from individuals being 

tted to utter metallic currency, it should guard against 
more probable—nay, certain insecurity which is created 
when individuals utter a paper currency. In every civilized 


country, supplying and regulating the circulating medium is 
a on of the sovereign prerogative." 
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the receiving of them would be, as in the 
ease of the present bank notes, a matter of 
necessity rather than of choice. 

The evil would indeed in time correct it- 
self; but if we can prevent it, why suffer it 
at all ?t 

We can certainly carry the credit system 
far enough, by the agency of ledger entries, 
notes of hand, bills of exchange, and bonds 
and mortgages. We do not require the addi- 
tional aid of credit money, to run us deeper 
in debt. 

Why should a private banker, having a 
capital of his own of five hundred thousand 
or a million dollars, and deriving therefrom 
an income of thirty thousand or of sixty 
thousand per annum, desire to double his in- 
come, by the circulation of paper-money ?— 
He would make a legitimate use of his credit, 
in receiving money on deposit, at five per 
cent., and lending it again at six per cent.— 
More than this he ought not to desire. 

If the capital of a private banker is small, 
he will derive as much profit from his credit 
as he is justly entitled to, in his commission 
on bills of exchange, and in the difference 
between the rate he will pay for money taken 
by him on deposit, and that at which he will 
lend this money to others. 

The issue of notes by bankers, for the con- 
venient management of their own business, 
will not be necessary. ‘The private bankers 
of London and Lancashire issue no notes.— 
At the clearing-house in London, in which 
their accounts are daily settled by an exchange 
of checks, transactions to the amount of four 


_t What is here advanced is not at variance with the prin- 
ciples of Adam Smith, as will be seen by the following ex- 
tract from his writings: 


_ “ To restrain private people, it may be said, from receiving 
in payment the promissory notes of a banker for any sum, 
whether gost or small, when they themselves are willing to 
receive them; or, to restrain a banker from issuing such 
notes, when all his neighbors are willing to accept them, isa 
manifest violation of that natural liberty which it is the 
proper business,of law not to infringe but to support. Such 
regulations may, no doubt, be considered as in some respect 
a violation of natural liberty. But those exertions of the 
natural liberty of a few individuals, which might endanger 
the security of the whole society, are, and ought to be re- 
strained by the laws of all governments: of the most free as 
well as the most despotical. The obligation of building party 
walls, in order to prevent the communication of fire, is a vio- 
lation of natural liberty, exactly of the same kind with the 
regulations of the banking trade which are here proposed.” 


The pr 1 Adam Smith here supports, is that of prohi- 
biting private bankers from issuing notes of a less denomi- 
nation than five pounds sterling, nearly twenty-five dollars, 
Federal money. On the principles on which he proposes to 
prohibit the issue of notes of some denominations, the issue 
of notes of all denominations may be prohibited. 


1 “There is no more reason why a man, or body of men, 
should be permitted to demand of the public, interest for their 
reputation of being rich, than there would be in permitting 
a man to demand interest for the reputation of being wise, 
learned, or brave. If a man is actually rich, it is enough for 
him to receive interest for his money, and rent for his land, 
without receiving interest for his credit also.”"— Raymond. 
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or five millions sterling are adjusted with the 
help of about two hundred thousand pounds 
in money. 

If arrangements of this kind were not 
found to answer the desired end, a public of- 
fice of transfer and deposit might be estab- 
lished in each city, on the model of the 
bank of Hamburg, with the exception of 
buying and selling bullion and dealing in ex- 
change, which ought to be left to private 
bankers. ‘The establishing of such an office 
would be attended with a little expense, but 
if it would not be worth paying for, it would 
not be worth having. If the bankers objected 
to paying all the expense, the government 
might, as such an office would be a safe and 
convenient depository of the public funds, 
share the expense with them. There is no- 
thing in the constitution to prevent the estab- 
lishment of public banks, which shall be 
mere offices of deposit and transfer. And as 
such banks would be a great public benefit, 
the defraying of their necessary expenses out 
of the public revenue would not be objec- 
tionable. 

In this way we should secure all the ad- 
vantages the present system affords, and avoid 
all its disadvantages. 

We should have places of deposit safer 
than the present; for the money deposited in 
a public bank by one man would not be lent 
to another. 

The business of settling accounts by trans- 
fers of credit, would be greatly facilitated.— 
One public bank would suffice for each city, 
and the time which is now lost in running 
from bank to bank, would be saved. 

The private banks, paying interest on de- 
posits, would extend throughout the country 
the advantages of saving institutions. 

Men who wished to borrow, would deal 
with a private banker as with an equal, in- 
stead of dealing, as at present, with an over- 
grown corporation, as with a superior. 

‘The business of dealing in exchange, would 
be better condueted than at present, for it 
would be left free to individuals, and they 
would show the same disposition to oblige 
and to give satisfaction, that is now evinced 
by the dry goods merchant, or the importer 
of groceries. 

_ Instead of having to pay the expense of 

three or four hundred public banks, we should 
have to pay the expense of only twenty or 
thirty, for this number of offices of deposit 
and transfer would suffice for the whole 
United States. 

We should escape all the evils that flow 

© 


from banks as corporations, from fluctuation 
of the circulating medium, and from the fals 


system of credit which has its origin in th ee 
: see 


present banking system. f 

And what should we lose? ‘The support- 
ers of the present system admit that * the 
only substantial advantage attending 
money appears to be its cheapness.” . 
ing their own estimates of the amount of 
bank notes and bank credits, the sum thus 
gained does not amount to more than forty 


cents a year for each individual in thenation. = 


Is it worth while for so trifling a gain, (ad- 
mitting it, by way of argument, to be a 


- 


to endure all the evils of a bad ae ; 


forego all the advantages of a good? 


CHAPTER XXIX. 


Probable Consequences of the Continuance 
of the Present System. 


To infer that because a system produces 
great evil, it must soon give way, would be 
to argue in opposition to all experience. If 
mere suffering could produce reformation, 
there would be little misery in the world. 

Too many individuals have an interest in 
incorporated paper-money banks, to suffer 
the truth in relation to such institutions to 
have free progress. ‘Too many prejudices 
remain in the minds of a multitude who have 
no such interest, to permit the truth to have 
its proper effect. 

It is therefore rational to conclude, that the 
present system may, at least with modifica- - 
tions, continue to be the system of the coun- 


try—not for ever, as some seem to think, but | 


for a period which cannot be definitely caleu- 
lated. It is also rational to conclude that the 
effect it will have on society in time to come, 
will be similar to the effect it has had in time 
past. We have then, in the present state of 
the country, the means of judging of its fu- 
ture condition. 

No system of policy that can be devised, 
can prevent the United States from advancing 
in wealth and population. Our national pros- 
perity has its seat in natural causes which 
cannot be effectually counteracted by any hu- 
man measures, excepting such as would con- 
vert the government into a despotism like that 
of Turkey, or reduce the nation to a state of 
anarchy resembling that of some countries of 
South America. 

Our wealth and population will increase 
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till they become equal for each square mile 
to the wealth and population of the continent 
of Europe. 

We are now very far from this limit. Un- 
der a good system, we cannot reach it in less 
than one or two hundred years. Under a 
bad system in not less, perhaps, than three 
or four hundred. 

If we had a political system as bad as that 


of Great Britain, with its hereditary aristoc- - 


racy, its laws of entail and primogeniture, its 
manufacturing guilds, its incorporated com- 
mercial companies, its large standing army, its 
expensive navy, its church establishment, its 
boroughmongering, its pensions and its sine- 
cures, our advancement would be seriously 
retarded. But our wealth and population 
would, notwithstanding, continue to increase, 
till they should bear the same ratio to the 
natural resources of the country, that the 
wealth and population of Great Britain have 
to the natural resources of that island. 

The progress of opulence in the United 
States in the next forty or fifty years, will 
probably be very great. Many of the natu- 
ral resources of wealth are as yet unappro- 
priated. In no part of the country has their 
productiveness been fully developed. The 
people have now sufficient capital to turn 
their land and labor to more profit than was 
possible in any previous period of our coun- 
try’s history. 

The daily improvements in productive ma- 
ehinery, and especially in the application of 
steam power, the discoveries in science, the 
introduction of new composts and new courses 
of crops in agriculture, the extension of roads 
and canals, have all a tendency to increase 
the wealth of the country till the aggregate 
shall be enormous. 

But this increase of wealth wil! be princi- 
pally for the benefit of those to whom an in- 
crease of riches will bring no increase of 
happiness; for they have already wealth 
enough, or more than enough. ‘Their origi- 
nally small capitals have in the course of a 
few years been doubled, trebled, and in some 
instances quadrupled. They have now large 
eapitals, which will go on increasing in nearly 
the same ratio. 

As no kind of property is prevented from 
becoming the prize of speculation by laws of 
entail, it is not very easy to set bounds to the 
riches which some of our citizens may ac- 

Their incomes may be equal to those 
of the most wealthy of the European nobili- 
ty. ‘Think, for a moment, of the immense 
accession of wealth certain families in the 
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neighborhood of large cities and other im- 
proving towns must receive from the conver- 
sion of tracts of many acres into building 
lots. For ground which cost them but one 
hundred dollars an acre, they may get ten 
thousand dollars, twenty thousand dollars, or 
twenty-five thousand dollars. This will be 
without any labor or expenditure of capital 
on their own part. The land will be in- 
creased in value, by the improvements made 
around it at the expense of other men. 

But this is but one of the ways in which 
the wealth of the rich will increase. It has 
heretofore been found that capital invested in 
lots, even in the neighborhood of the most 
flourishing towns, doubles itself less rapidly 
than capital devoted to other purposes of 
speculation. In whatever way it may be em- 
ployed, the capital of the rich will, in the 
aggregate, increase in a ratio approaching that 
of compound interest. 

The vicissitudes of fortune will be, as they 
have been in past years, many and great; but 
they will tend to increase the inequality of 
social condition, by throwing the wealth of 
several rich men into the hands of one. It 
is seldom that the vicissitudes of fortune dis- 
tribute the wealth of a few among the 
many. 

An increase in the number of banks must 
be expected. If the system is to be per- 
petual, an increase in the number of these 
institutions would not, in some respects, be 
an evil; for seven hundred banks could cir- 
culate no more paper than three hundred and 
fifty. But every new bank is a new centre 
of speculation, and one kind of stock-jobbing 
gives birth to another. We shall have new 
schemes for growing rich without labor— 
similar to the British bubble companies of 
1825—perhaps to the former speculations in 
Washington City lots—perhaps to the recent 
speculations in Pennsylvania coal lands.— 
The present rage for rail-road stock shows 
that part of our population already want 
something to be crazy about—or rather want 
something through which they may set their 
neighbors crazy. ‘The old modes of specu- 
lation no longer afford full employment for 
their time and talents. 

Nearly all the secondary operations of so- 
ciety will tend to increase the disparity be- 
tween the rich and poor as different classes 
of the community, and not asmall proportion 
of the rich will, in due time, become as luxu- 
rious and as corrupt, as ostentatious and as 
supercilious, as the * first circles” in the most 
dissipated capitals of Europe, 


Original from 


INDIANA UNIVERSITY 


AN INQUIRY INTO THE PRINCIPLES 


- Their early habits of industry and econo- 
my cleave to some of the rich men of the 
“present day. Hence they are as useful and 
as modest members of society as many who 


In some years, the public e itures on 
account of the poor in Philadelphia, exceed __ 


the expenditures on the same ee : 
_ * 


Liverpool. : ' 


are in moderate circumstances. But when 
their immense wealth passes, as pass it must 
in a few years, to their heirs, who know not 
the value of money, because they never knew 
the want of it, it will be lavished in every 
way which corrupt inclination can dictate. 
- some will be enormously rich, 
there will be a considerable number in a 
state of comfort, as in Great Britain, and 
very many in a state of disconsolate poverty. 
Some years must indeed elapse, before, the 
number of paupers and criminals, and of 
persons whose condition borders on pauper- 
ism, will bear that proportion to population 
in America which they now do in Europe. 
In our immense extent of uncultivated land, 
the poor have a place to fly to; but the 
spirit of speculation will follow them there. 
We need not wait till the country is fully 
peopled to experience a measure of these 
evils. While some parts of the Union will 
have all the simplicity, the rudeness, and 
the poverty of new settlements ; others will 
exhibit all the splendor and licentiousness, 
and misery and debasement, of the most 
populous districts of Europe. 
The beginning of this state of things is 
already observable. According to the esti- 


mates of Mr. Niles, the number of paupers_ 


in the maritime counties of the United States, 
was, in 1815, in the proportion of one to 
every one hundred and thirty inhabitants ; 
and in 1821, in the proportion of two to 
every one and thirty. 

The published accounts do not give the 
number of persons admitted into the alms- 
houses or committed to the prisons of Phila- 
delphia in the course of a year; but the 
number of commitments of criminals and va- 
grants amounts to three or four thousand 
annually, and the number of admissions into 
the alms-house is equally considerable. As 
the same person may be admitted or com- 
mitted several times, we cannot give the ex- 
act number of either paupers or criminals. 
But at one time last winter, there were up- 
wards of sixteen hundred poor persons in 
the Spruce Street Alms-house; and many 
more were receiving out-door relief.* 

* Part of this pauperism and criminality must be attributed 
to European Institutions, as the character of the subjects 


Was formed before they migrated to America. Another part 
is of domestic origin. 


Some of the members of a commi 
appointed about twelve years ago to inquire 
into the causes and extent of pauperism in 
Philadelphia, estimated the cost of relieving 
the poor at between four hundred and 
hundred thousand dollars a year. In | 
estimate was included what is given ghee 
vate charity, as well as what is given” 
public : and an allowance was made for rent 


of alms-houses and hospitals, or for interest — * 


on the first cost of land and buildings set 
apart for the use of the poor. At that time 
the population of the city and suburbs did 
not much exceed one hundred and wr 
thousand. 

We may increase the legal provision oe 
the relief of the indigent, and multiply alms- 
houses and hospitals. But nothing of this 
kind ean supply the want of just laws and 
of equal institutions. 

Efforts may be made in various ways to 
diffuse the blessings of education, and to 
promote moral and religious improvement. 
But these efforts will only alleviate our so- 
cial evils: they cannot cure them. 

In no small degree will the public distress 
be increased by well-meant but ill-directed 
attempts to give relief. ‘There is a class 
of politicians, (and they are unfortunately 
numerous and powerful,) who have for each 
particular social evil a legal remedy. ‘They 
are willing to leave nothing to nature; the 
law must do every thing. 

This is, most unfortunately, the kind of 
legislation which public distress is almost 
sure to produce. Instead of tracing its cause 
to some positive institution, the removal of 
which, though it might not immediately re- 
lieve distress, would prevent its recurrence, 
men set themselves to heaping law upon 
law, and institution upon institution. They 
in this resemble quacks who apply lotions 
to the skin to cure diseases of the blood, 
or of the digestive organs, occasioned by 
intemperate living. 

These projects of relief and efforts at 
corrective legislation, will be numberless in 
multitude and diversified in character: but 
as they will not proceed on the principle 
of ‘removing the cause that the effect may 
cease,”’ they will ultimately increase the 
evils they are intended to cure. 
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THE PRESIDENT’S MESSAGE. 


On the 4th of December, the first regular ses- 
sion of the Twenty-Seventh Congress commenced ; 
and on the 7th, the President sent in his message. 
From it we extract such passages as relate to 
banking and currency. 


“At your late session, I invited your attention 
to the condition of the currency and exchanges, 
and urged the necessity of adopting such measures 
as were consistent with the constitutional compe- 
tency of the Government, in order to correct the 
unsoundness of the one, and, as far as practicable, 
the inequalities of the other. No country can be 
in the enjoyment of its full measure of prosperity, 
without the presence of a medium of exchange, 
Seereanng to uniformity of value. What is 
necessary as between the different nations of the 
earth, is also important as between the inhabitants 
of different parts of the same country. With the 
first, the precious metals constitute the chief me- 
dium of circulation, and such also would be the 
case as to the last, but for inventions comparatively 
modern, which have furnished, in place of gold 
and silver, a paper circulation. I do not propose 
to enter into a comparative analysis of the merits 
of the twosystems. Such belonged more properly 
to the period of the introduction of the paper sys- 
tem. The speculative philosopher might find in- 
ducements to prosecute the inquiry; but his re- 
searches could only lead him to conclude, that the 

per system had probably better never have been 
diced, and that society might have been much 
happier without it. The practical statesman has 
a very different task to perform, He has to look 
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at things as they are, to take them as he finds 
them, tosupply deficiencies, and to prune excesses 
as far as in him lies. The task of furnishing a 
corrective for derangements of the paper medium 
with us, isalmost inexpressibly great. The power 
exerted by the States to charter banking corpora- 
tions, and which, having been carried toa great 
excess, has filled the country with, in most of the 
States, an irredeemable paper medium, is an evil 
which, in some way or other, requires a corrective. 
The rates at which bills of exchange are negoti- 
ated between different parts of the country, furnish 
an index of the value of the local substitute for 
gold and silver, which is, in many parts, so far de- 
preciated as not to be received, except at a large 
discount, in payment of debts, or in the purchase 
of produce. It could earnestly be desired that 
every bank, not possessing the means of resump- 
tion, should follow the example of the late United 
States Bank of Pennsylvania, and go into liquida- 
tion, rather than by refusing to do so, to continue 
embarrassments in the way of solvent institutions, 
thereby augmenting the difficulties incident to the 
present condition of things. Whether this Gov- 
ernment, with due regard to the rights of the 
States, has any power to constrain the banks, 
either to resume specie payments, or to force them 
into liquidation, is an inquiry which will not fail 
to claim yourconsideration. In view of the great 
advantages which are allowed the corporators, not 
among the least of which is the authority con- 
tained in most of their charters, to make loans to 
three times the amount of their capital, thereby 
often deriving three times as much interest on the 
same amount of money, as any individual is per- 
mitted by law to receive, no sufficient apology can 
be urged for a long-continued suspension of specie 
payments. Such suspension is productive of the 
greatest detriment to the public by expelling from 
circulation the precious metals, and seriously haz- 
arding the success of any effort that this Govern- 
ment can make, to increase commercial facilities, 
and to advance the public interests. This is the 
more to be regretted, and the indispensable neces- 
sity for a sound currency becomes the more mani- 
fest, when we reflect on the vast amount of the 
internal commerce of the country. Of this we 
have no statistics nor just data for forming ade- 
quate opinions. But there can be no doubt but 
that the amount of transportation coastwise by sea, 
and the transportation inland by railroads and ca- 
nals, and by stearnboats and other modes of con- 
veyance over the surface of our vast rivers and 
immense lakes, and the value of property carried 
and interchanged by these means, form a general 
aggregate, to which the foreign commerce of the 
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dence in the representatives of the States and of 


the people, as well as of the people themselves, 
shall be lost. The weightiest constderations of 
olicy require that the restraints now proposed to 
thrown around the measure should not for light 
causes be removed. To argue against any pro- 
d plan its liability to possible abuse, is to re- 






have any control over the public moneys, other 
than what is indispensably necessary to execute 
the laws which you may pass.” 


REMARKS. 
What the President proposes, is, briefly, a 


Government Bank of deposit, issue and ex- 
change. 

Against the issue and exchange features of the 
scheme, the following, among other objections, 


may be urged. 


_ ject every expedient, since everything dependant 
on human action is liable to abuse. Fifteen mil- 
lions of treasury-notes may be issued as the mazxi- 
~~ mum; but a discretionary power is to be given to 
SF ‘board of control under that sum, and every 
___-—s consideration will unite in leading them to feel 





agencies to deal in bills of exchange? 


their way with caution. For the first eight years 
of the existence of the late Bank of the United 
States, its circulation barely exceeded $4,000,000; 
and for five of its most prosperous years, it was 
about equal to $16,000,000. I°urthermere, the 
authority given to receive private deposits toa 
limited amount, and to issue certificates in such 
‘Sums as may be called for by the depositors, may 
so far fill up the channels of circulation as greatly 
to diminish the necessity of any considerable issue 
of treasury notes. A restraint upon the amount 
of private deposits has seemed to be indispensably 
necessary, from an apprehension,” thought to be 
well founded, that in any emergency of trade, 


confidence might be so far shaken in the banks as 


‘to induce a withdrawal from them of private de- 


‘posits, with a view to insure their unquestionable 


safety when deposited with the Government, which 

ight prove eminently disastrous to the State banks, 
Is it objected that it is proposed to authorize the 
It is an- 
swered, that such dealings are to be carried on 
at the lowest possible premium; are made to rest 
on an unquestionably sound basis; are designed 


to reimburse merely the expenses which would 
_ otherwise devolve upon the ‘Treasu 


; and are in 
strict subordination to the decision of the Supreme 
Court in the case of the Bank of Augusta against 


Earle, and other reported cases; and thereby avoids 


all conflict with State jurisdiction, which I hold 
to be indispensably requisite. It leaves the bank- 
errivileges of the States without interference ; 
Tooks to the Treasury and the Union; and, while fur- 
nishing every facility to the first, is careful of the 


interests of the last. But above all, it is created by 


___ Jaw, is amendable by law, and is repealable by law; 


and, wedded as [ am to no theory, but looking solely 
to the advancement of the public good, I shall be 
among the very first to urge its repeal, if it be 
found not to subserve the purposes and objects for 
which it may be created. Nor will the plan be 
submitted in any overweening confidence in the 
sufficiency of my own judgment, but with much 
ter reliance on the wisdom and patriotism of 

ess. I cannot abandon this subject without 
urging upon you, in the most emphatic manner, 
whatever may be your action on the suggestions 
which I have felt it my duty to submit, to relieve 
the Chief Executive Magistrate, by any and all 
constitutional means, from a controlling power 
over the public Treasury. If, in the plan pro- 
posed, should you deem it worthy of your conside- 
ration, that separation is not as complete as you 
may desire, you will, doubtless, amend it in that 


_ particular. For myself, I disclaim all desire to 
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Ist. Through the issue of $15,000,000 in Trea- 
sury notes, the national debt will be increased to 
thisamount. Our national debt is already greater 
than it ought to be in time of peace. 

2nd. These Treasury notes will, in so far as 
they serve asa circulating medium, drive real mo- 
ney out of the country. Our true policy should 
be to increase the amount of gold and silver coin 
in circulation, not to diminish it. 

3rd. Extravagance in appropriations, and prodi- 

gality in expenditure, are sure to follow when 
Government can raise ways and means without 
either imposing taxes or paying interest. 
_ 4th. This new Government paper will, like all 
other Government paper, depreciate in value. 
This is not matter of conjecture. It is matter of 
certainty. It is quite possible to fancy a system, 
by which the redemption of Government paper 
may keep pace with its issue, and the paper be 
thus kept at par with specie, but it is not possible, 
as human nature is at present constituted, to find 
agents who will, through a series of years, consist- 
ently carry out the principles of such a system. 

Sthly. Under our present system, though we 
have a very unsound circulating medium, we 
have a sound standard of value. So long as this 
continues, we have a test of the varying value of 
our paper currencies, and some guide in making 
contracts. But let Government once begin to 
receive inconvertible paper, whether issued by 
itself or by a corporation, and our standard of 
value will be gone. Then the evils we endure, 
will be increased five fold, yea ten fold. 


6thly. Half the evils society suffers, arise from 
the attempts of Government to do that which 
ought to be done by individuals. The regulation 
of weights and measures, and among other mea- 
sures, measures of value, is one of the attributes 
of sovereignty ; but not the regulation of the 
prices of bills of exchange, or of other commodi- 
ties. Government has, properly speaking, nothing 
more to do with regulating the prices of bills of 
exchange, than the prices of beef or of butter, of 
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duced, and that society could have been much 
happier withgut it. The practical statesman has 
a different task to perform. . He has to look at _ 
things as they are, to take them as he findsthem, __ 
to supply deficiencies, and to prune excessesas 
far as in him lies.” ~ i 
If the “speculative philosopher” and the “prac- = 
tical statesman,” both reason correctly, the wil Spa 
arrive at the same conclusion. The speculative == 


corn or of cotton. Let our measures of value, 
length, weight, and capacity, be properly adjusted, 
and the rates of bills of exchange and of all other 
commodities, will be much better regulated by 
free competition than they can be by Governmental 
enactments. 

- 7thly. Supposing it possible to carry on the ex- 
change operations of the country, by means of 
such governmental agencies as are here proposed, 
an immense amount of capital would be required. 
As we have now no “surplus revenue,” this cap- 
ital must be borrowed, and thus make another 


philosopher does not disregard circumstances: 


the practical statesman does not disregard inci- 


ples. To both it is a question of great interes | 
when an evil has reached its height, whether  __ 
it is best to attempt a radical cure, or only ad- > 
minister palliatives, 


addition to the national debt. For a time, in- 
deed, as Government has a credit every where, it 
might sustain its exchange operations by a species 
of kiting. But, before long, the kite strings 
would break, and the kites come to the ground. 

8thly. This union of the fiscal concerns of the 
United States with the private concerns of indi- 
viduals, would be sure to derange both. It isa 
union of bank and state, of the very worst kind. 

9thly. As the notes of banks would be received 
in payments for Government bills of exchange, 
the risque of loss to Government from stoppages 
of specie payments by the banks, would be in- 
creased greatly. 

10th. If Government takes upon itself the 
management of the exchange business of the 
country, an immense increase of Governmental 
patronage will be the consequence. 

11th. Immense losses will be sustained, through 
the purchase of bad bills of exchange by the 
Governmental agents. * 

12th. Great favoritism will ‘be shown in deal- 
ings in real bills of exchange. 

13th. Under this system, there will be draw- 
ing and redrawing, such as the world never saw 
before, 

As the President states “that he is wedded to 
no theory, but looks solely to the advancement of 
the public good,” it may be hoped that he will 
abandon the paper money and exchange parts of 
the scheme, as soon as he shall have weighed the 
various and important objections that can be 
brought against them. 


PHILOSOPHY AND POLITICS. 


“I do not propose,” says President Tyler, “ to 
enter into a comparative analysis of the merits of 
the two systems [i. e. of the metallic and paper 
money systems.] Such belonged more properly 
to the period of the introduction of the paper sys- 
tem. ‘The speculative philosopher might find 
inducements to prosecute the inquiry: but his re- 
searches could only lead him to conclude, that the 
paper system had better never have been intro- 
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Suppose our measures of length and capacity, 
were in the same state of confusion as our mea- 
sures of ‘value? Suppose the bushel and the ya 


stick, varied from day to day, from month to _ 


month, and from year to year, and were never ofthe 
same length or the same capacity at any one time 
in any two parts of the country? ould “ the 
speculative philosopher” and * the practical states- 
ae ai iffer in their sical ‘ 
© supplant ._paper mone metallic, is, it 
may be adenitted. a easy eke yet it has been 
done twice in France, and twice in the United 
States. It was done in France, when Law’s 
scheme exploded: and again, when the assi 
system wore itself out. It was done in the United 
tates, just previous to the Revolutionary war, 
when the amount of Provincial money was re- 
duced so low as almost to cease to be an evil: 
and, again, near the close of that war, when the 
Continental money became worthless. | 


IMPORTS AND EXPORTS OF GOLD AND 
SILVER. 

IMPORTS. 
$ 8,064,890 
3,369,846 
5,097,896 
8,379,535 
6,150,765 
6,880,966 
8,151,130 
7,489,741 
7,403,612 
8,155,964 
7,305,945 
5,907,504 
7,070,368 
17,911,632 
13,131,447 
13,400,881 
10,516,414 
17,747,116 
5,595,176 
8,882,813 


$ 176,613,941 


EXPORTS. 

3% 10,478,059 
10,810,180 
6,272,987 
7,014,552 
8,797,055 
4,098,678 
8,014,880 
8,243,476 
4,924,020 
2,178,773 
9,014,931 
5,656,340 
2,611,701 
2,076,758 
6,477,775 
4,324,336 
5,976,249 
3,508,046 
8,776,743 
8,417,014 


$ 127,772,553 


1821 
1822 


1839 
1840 


Total, 


From the above table, the particulars given 
in which have been derived from official sources, 
it appears that in the last twenty years, our im- 
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ports of gold and silver have, in the aggregate, 

amounted to one hundred and seventy-six mil- 
lion dollars, or to upwards of eight million and 
eight hundred thousand dollars in each year. 


But, as the gold and silver which “comes to us 
in the natural course of trade, is driven out of the 
. country by paper money, we have in the same period 
exported gold and silver, amounting in the ag- 
gregate to upwards of one hundred and twenty- 
seven million dollars, or between six and seven 
millions in each year. 


With such facts as these before him, what man 
of common sense, can doubt the practicability of 
gradually supplanting paper money by metallic. 


The whole stock on hand of the precious metals, 
throughout the world, is, according to Jacoss, 
about ten thousand miilion dollars. To give us 
‘a sound circulating medium, we ought to have 
about ten dollars a head, or, in all, about one 
hundred and seventy million dollars. This is 
less than the amount we imported between 1821 
and 1840. 

Bat, as already stated, through the yse made 
of paper, upwards of one hundred and twenty- 
seven millions of gold and silver, were exported 
in the same period. Still the imports exceed the 
exports, in the sum of nearly forty-nine million 
dollars. 


The amount of gold and silver in the country, 
must greatly exceed this, as there was a consider- 
able stock on hand previous to 1821, and much 

brought in by emigrants is not entered on 
the custom house books. Our own mines also 
“yield considerable amounts, and some silver is 
brought in over land from Santa Fe. Mr. Haz- 
ard, the editor of the Commercial and Statistical 
Register, an able writer on statistics, from all the 
data before him in 1839, estimated the amount of 
gold and silver in the country at upwards of 
eighty-seven millions. 

This is about half the sum required to enable 
us to dispense entirely with the use of paper as 

Barely by detaining in the country such amounts 
of gold and silver as come to us in the present 
course of trade, we should, in ten or twelve years, 
have a perfectly sound circulating medium. 

We could accomplish this object in a much 
shorter period, if we should, in one year, suppress 
the use of one dollar notes, in the next twos, in 
the next threes, in the next fives, and so on. 
Increase the demand for gold and silver, and the 
supply will increase accordingly. 


i 
. 
Ay 
ea 
“; 


THE UNITED STATES BANK. 


On the 14th of December, the Grand Jury made 
the following presentment to the Court of General 
Sessions of the county of Philadelphia. — 


To the Honorable Court of General Sessions, 
the Grand Jury for the County of Philadelphia 
respectfully submit to the court, on their solemn 
oaths and affirmations, the following statement of 
their proceedings: 

On the 12th day of November, 1841, a paper 
containing charges of a criminal nature against 
certain individuals, and which is hereto annexed, 
(marked B,) was presented to the Grand Inquest, 
now inquiring for the city of Philadelphia, by a 
responsible citizen, who pledges himself to make 
good his charges and be the prosecutor. Anaccu- 
sation coming in such a shape, the Grand Jury felt 
it to be an imperative duty to investigate, and ac- 
cordingly subpcenas were issued for all the persons 
named as witnesses by the persons making the 
accusation, and for such others who in the course 
of the examination were found to be cognizant of 
any material fact liaving relation to the charge. 


A full and searching ingury has been instituted, 
and the deliberate opinion of the Grand Jury is, 
that certain officers connected with the United 
States Bank have been guilty of a gross violation 
of the laws, colluding together to defraud those 
stockholders who had trusted their all to be pre- 
served by them. And that there is good ground 
to warrant a prosecution of such persons for seri- 
ous criminal offences; which the Grand Jury do 
now present to the Court, and ask that the Attor- 
ney General be directed to send up, for the action 
of the Grand Jury, bills of indictment against : 


First, Nicholas Biddle, Samuel Jaudon, John 
Andrews, and others (to the jury unknown,) for 
entering into a conspiracy to defraud the stock- 
holders of the United States Bank, of the sum or 
sums of four hundred thousand dollars in the year 
1836. And endeavoring to conceal the same by a 
fraudulent and illegal entry in 1841. : 


To sustain the above, endorsed Austin Mont- 
gomery, (Captain Henry Mallory,) Henry Horn 
as accusers, Moses Kempton, Edward Cole, James 
S. Newbold, Joshua Lippincott, Jonathan Patter- 
son, Thomas Taylor and William Drayton as wit- 
nesses. 


The Grand Jury, on their solemn oaths and af- 
firmations, do further ask that a bill of indictment 
be sent to them against, second, Nicholas Biddle, 
Joseph Cowperthwaite, Thomas Dunlap, and 
others (to the jy unknown,) for entering into a 
conspiracy to defraud, &c. the stockholders of the 
Bank of the United States, during the years 1836, 
1837, 1838, 1839 and 1840, by which the stock- 
holders have been defrauded out of the sum or 
re of money exceeding three hundred thousand 

ollars. 


To sustain this bill endorse the same accusers 
as in the first case. 

As witnesses, Moses Kempton, Edward Coles, 
James S. Newbold, Joshua Lippincott, Jonathan 
Patterson, Thomas Taylor, William Drayton, Jo- 
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seph Cabot, Rodney Fisher, Richard Price, and 
George Handy. 

‘The Grand Jury, on their solemn oaths and af- 
firmations, do further ask for a bill of indictment 
against Alexander Lardner, Thomas Dunlap, Rich- 
ard Price, Lawrence Lewis, and Gee Handy, 
and others (to the jury unknown,) for feloniously, 
&c, conspiring to cheat and defraud the stockhold- 
ers of the United States Bink of Pennsylvania 
of the sum or sums of about one hundred and 
thirty thousand dollars, in the year 1840. 

To sustain this charge, the same accusers as on 
the others, and as witnesses Moses Kempton, Ed- 
ward Coles, James S. Newbold, Joshua Lippin- 
cott, Jonathan Patterson, and Thomas Taylor. 

With respect, &c., 
T. B. Town, Foreman. 
Grand Jury Room, Philadelphia, 
December 10th, nis t 


I charge Nicholas Budle, Joseph Cowper- 
thwaite, ‘Thomas Dunlap, Samuel Jaudon, and 
John Andrews, with fraud and theft in taking and 
using for their own benefit, and accommoteitig 
their friends, the money belonging to the stock- 
holders of the United States Bank, which they 
were liberally paid to guard, and not to abuse, 

My proof is the report of the investigating com- 
mittee made to the stockholders in April, 1841.— 
As to the idea of the above being a breach of trust 
only, “tis not so,—’tis too idle and insulting to be 
pretended or entertained for one moment—away 
with it then, and forever—these men were ser- 
vants and paid for their services; so are your 
family domesties to whom you give in charge your 
plate, and other valuables. But if they appropri- 
ate itor them to themselves, they are unhesita- 
tingly charged with and proceeded against as for 
theft, and why not N. Biddle among the rest? 

Austin Monraomery. 

So soon as the clerk had concluded the reading 
of the presentment, the Attorney General, Ovid 
F. Johnson, Esq., rnade a motion that the names 
of all the persons contained in the document be 
called. * This was accordingly done, but no one 
answered in person. John M. Read, Esq., made 
a few remarks relating to the motion in question, 
which were accompanied by a motion to quash 
the presentment. Mr. Read represents Mr. Bid- 
dle. 

H. M. Phillips, Esq., made a similar motion on 
the part of Mr. Andrews. The matter was then 
continued. 

On Wednesday the argument was continued. 
Mr. Read, the counsel of Nicholas Biddle, con- 
tended that the Grand Jury had no right to inquire 
into any thing but what had been placed in their 
charge by the Court, and what they knew of their 
own knowledge; and consequently they had no 
right to call witnesses and swear them relative to 
a matter of which they themselves were in igno- 
rance. 

The Attorney General, Mr. Johnson, contended, 
on the contrary, that if the Grand Jury had re- 
ceived their information from such names as they 
were willing to vouch for, it was of their own 
knowledge. 

The Court then adjourned. 
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VIRGINIA. 


We were much struck with a remark made 
a gentleman some years that the Bank of 
Virginia was the State of Virginia. The supreme 
power has passed from the people of that Common- — 
wealth into fhe hands of a corporation, and the — 
Legislature and the Governor are little more than 
instruments for carrying into effect the behests of 
a board of Directors. ‘ Whenlwasamemberof — 
the Senate of Virginia,” said Col. ***, and any 
measure was broughi before us, 1 used to ask 
‘What does Dr. Brockenbrough (the President of © 
the Bank of Virginia) think of it? It is no mat- 
ter what Nicholas Biddle thinks of it. He is so. 
far off that we need not regard him. But what 
are Dr. Brockenbrough’s views respecting it.’ ’> 

The Bank of Virginia is still, it seems, the State 
of Virginia; or, what amounts to the same thing, 


has power to direct the political action of the 
State. This is evident from the message of Lieu- 


tenant Governor Rutherford. He cannot urge a 
resumption of specie payments at an early day. 
because the State owes the banks some three hun? 
dred and fifty thousand dollars, which it is not 
convenient just now to pay. Many members of 
the Legislature will also, as in Pennsylvania, and 
in other States, find in their own relations with 
the banks, sufficient reasons why the strict require- 
ments of justice should not be exacted from these 
institutions. 


OHIO. 


From the message of Governor Corwin to the 
Legislature, it appears that the funded debt of the 
State has been increased in the last year about 
$1,800,000. Besides this, the debt due for labor 
done, and an additional debt which must be in- 
curred in order to complete works which have 
been begun, will make together about $1,350,000. 

The amount paid into the Treasury from the 
canals during the present year, is $484,758 18. 

The Governor speaks of the suspension of specie 
payments by the banks as a great evil: but doubts 
“if this unhappy state of things admits of any per- 
manent remedy, without important changes in 
our existing commercial relations with foreign 
countries.” Herein the Governor falls into great 
error, not seeing that it is altogether owing to ex- 
cess of paper issues, that there is an excessive 
importation of foreign goods, and a corresponding 
export of specie. 

he Legislature has important business before 
it, as the charters of twenty-four out of the thirty- 
seven banks in the State, expire in January, 1843. 

Some of the citizens of Wayne county have 
presented a petition praying for an examination of 
the affairs of the German Bank of Wooster. They 
say, “Up to the time of closing business on Sat- 
urday, the fourth of September last, Mr. Bentley, 
the cashier of said bank, continued to assure its 
noteholders that it was perfectly safe, that the re- 
sources of the bank were amply sufficient to meet 
all its liabilities; and until the same period, its 
officers continued issuing its notes and increasing 
their circulation, particularly along a large portion 
of the Ohio Canal; in consequence of which al- 
most the entire farming portion of this community 
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have received it in exchange for their produce—. 


- while on Monday, the sixth of the same month, 
ey siceed their doors and declared themselves 
ible to redeem one dollar of their money. ” 





INDIANA. 
This state has undertaken to make 1189 miles 
-of canal and rail-road. On these works it has 
expended $8,164,528; but to complete them, it 
must swell the total to $19,914,424. Only 231 
miles of canal and rail-road appear to be in a con- 
dition to be used. | 

The present debt of the State, funded and float- 
ing, is estimated by the Governor at $15,088,146. 
This includes a suspended debt of 3,381,000, 
that being the amount of bonds out of which the 
State has been outwitted by banks and brokers. 

The greater part of the revenue of this State 
is paid in State Treasury notes, “and,” says the 
Governor, “the amount of these notes still in 
circulation must prevent us, for several years, from 
deriving any available means from the collection ot 
taxes, with which to liquidate any part of the in- 
terest on the State debt.” 

The Governor professes to aes suspension of 
specie payments asa great evil; but seems to think 
a resumption, unless effected with great caution, 
would produce still greater evils. “The suspen- 
sion,” he says, “is but one of the many conse- 
quences which have flowed from over banking, 
over trading, and from wild and reckless specuia- 
tion ” 


This is true. Suspension is but one of the 
many consequences of banking orf improper prin- 
ciples, and for many of the evils consequent on 
the folly of past years, there isnoremedy. They 
must be endured. But so long as the banks con- 
tinue in a state of suspension, they are ae the 
foundation of new evils in future years. They 
ought not, while in this condition, to be allowed 
“to take advantage of their own wrong.” They 
ought not, till they resume specie payments and 
prove that they can sustain them, be allowed 
make dividends, or loans and discounts to office 
and stockholders. 


THE COTTON CROP. : 

“Tt is now,” says the Vicksburg Sentinel, “ re- 
duced to a certainty that the present cotton crop 
in all parts of the United States, is a failure. We 
have taken considerable pains to find out the state 
of the cotton crop in all parts of this State (Mis- 
sissippi) and Louisiana, and we are entirely satis- 
fied that it will not reach two-thirds of last year's 
crop, whic: was also a very short one, not amount- 
ing to two-thirds of that of the previous year. As 
far as we can hear from Alabama and the Atlantic 
growing States, the prospects of the crops are not 

more favorable than with us. * - . 
ae We firmly believe, from all the 
data we can collect, that the present crop will not 
exceed thirteen hundred thousand bales; if, indeed, 
it will attain that point. With all the lights 
which the state of the crops, the European mar- 
kets, and the political and pecuniary condition of 
consumers both abroad and at home afford, it 
becomes the interest of our substantial planters 
to pause befure they throw away their property 
into the hands of ignorant, embarrassed, or dis- 
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honest factors to be sacrificed. It is true that the 
diminished consumption last year, promises to 
continue during the present, both in Europe and 
in this country: but still, after making all allow- 
ances for this diminution and the surplus on hand 
at the close of the last commercial year, we are 
forced to the above conclusion. We may be mis- 
taken in our calculations; but we feel as confident 
as we did last year, when we ésti 
few bales of the actual result. 

This is most important information: Our cur- 
rency is founded on cotton, and not on specie. In 
proportion as the demand for our cotton increases 
abroad, can our banks expand : in proportion as the 
demand for it diminishes, they are obliged to con- 
tract. Because the cotton crop was not brought 
forward this year as soon as usual, some of the 
banks of New York were forced to export specie ; 
and others, it is said, to resort to kiting, in order 
to supply the demand for foreign exchange. Asa 
smell crop may, in the aggregate, bring as much 
abroad as a large one, the deficiency in the pres- 
ent crop may not seriously affect our banking ope- 
rations. But if, owing to an increase of supply 
from the East Indies, and other countries—or, if 
owing to any other cause, there should not be a 
rise abroad in the price of American cotton, very 
serious consequences may ensue. Our importa- 
tions have been large: if our cotton crop does not 
bring a good price, a further drain of specie is 
inevitable, 





BANK FAILURES. 

An injunction has been issued against the Win- 
throp Bank, Roxbury, Massachusetts. ‘The state- 
ments given in our last, (taken from the New-York 
papers) of the failures of the Banks of Whitestown 
and Watertown, N. Y., appear to have been in- 
correct. ' | 


BANK DEFAULTS. 


A deficiency of $74,000 has been discovered in 
the cash account of the Teller of the Eagle Bank 
at Boston. The ultimate loss of the bank will, it 
is said, not much exceed $30,000 dollars. 

Green, of Richmond, has been released from 
confinement, on bail. 





ACKNOWLEDGEMENTS. 


To a member of the Senate of South Carolina, 
(to whom we were previously under obligatians,) 
we are indebted for a pretty extensive list of sub- 
scribers, embracing many of the most respectable 
names in the State. Our thanks are also due to 

entlemen at Vermilionville, Louisiana; Natchez, 
Mississippi, (fourth list ;) Cincinnati, Ohio, (sec- 
ond list;) Detroit, Michigan, (fourth list;) Pikes- 
ville, Maryland, (fourth list;) and other places, for 
additions to our list of subscribers. 

To the Hon. Levi Woodbury, of the U. S. Sen- 
ate, we are indebted for a copy of the President's 
message. 
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200 PRICES OF BANK NOTES AND SPECIE. 


Saturday, December 18th, 1841. 
BANKS OF AT NEW YORK] PHILAD’A. THE STOCK MARKET. 


MAE ic ds Velde cube co.vucdeu ddd — a dis. 5 @a— pr. 
New Hampshire....-+-+-++++0++|— @ § dis. 5 a— pr. Of the various losses which many persons have sustained, 
Vermont. oc eecrewceecsceeeeess|—= @ § dis, 5 @— pr. || some judgment may be formed from a comparison of the 
Massachusetts «..+++e+reeeeee+|— @ $ dis. | 5 @ — pr. || prices of various stocks at or near the commencement of 
Rhode Island. ...-«..eeeeeeee-+|— @ } dis. 5 @— pr. || the present year, and at the present time. 
Connecticut. ...sesceveseeceees| Fad dis. | 5 a — pr. Pennsylvania 6 per cents., which in February brought 98, 
New York City ......+--e+++++| Standard. at @ — pr. || are now quoted at 70; and Pennsylvania 5 per cents., which 
New York State eee ee eee eens —al dis. Oy in Janua brought 92, are now quoted at 60. 

— @ 


SA e tte ee ewe eens rita yas Lehigh land Te ee ne ee 
WARE CORON Os ook véctiacerseces a— dis. Par a 1 dis. brought in January 86, in December 50. 

Philadelphia ...........0++++++|6$ @7 dis, Standard. Wilmington Rail-Road 6 per cents., due in 1842, have in 
Pennsylvania, East....-....+++'6) & 7 a—dis.| Par a 1 dis. || the same period fallen from 97 to 81: and those due in 1846, 


WUGSE s<icteweves & 7 a—dis. Par. have fallen from 92 to 72. 
Delaware .+sescceereeeseereses| 6} @— dis. Par. In bank stocks the fall bas been still more ruinous. 
Baltimore....cescceceveseeeees|4 @5 dis. 1 Pr; In January, United States Bank stock was held at 64}. 
Maryland...... ceteecceenssees S @— iB, # pr a 3 dis. |! On Saturday, December lsth, one share, and one share only, 
District of Columbia .......... 5 a— dis, Par was sold at $4 in currency, and that currency 5 or 6 per 


Virginia «0+. -eeeeeee ener ee eee |= a7Zz dis. — a2 dis. ce 2. belo par. 

¥ CSt veseeeeereeeneeei— @— dis, 8 dis. a ANERSY, Beach: OF Sas Bank of Pennsylvania was held 
North Carolina. ....cceseceeess' — @5 dis, 1} dis. || at 408. “On turday, December 18th, 175 was indeed asked 
South Carolina. ..+-+++++++++++ 3 & 4) a—dis,) 2 pr. a par. || for it, but 150 was all that was offered. 


GeOrgid. ..cccccccccccveccececs 10 a — dis, 2 a 40 dis. In February, stock of the Bank of North America was 
Alabama vttereeeeeeeseeeeees 12 @—dis, 8 




















a — dis. || held at 370; now it is held at 260; though at times more 
ESOIGARA, s\0006 see ae eee teens 10 a — dis, 1? a g dis. than 200 is not offered for it. 
MISSISSIPPi. +++ seeeeeeeereeess —@ — dis. 20 a £0 dis. For Philadelphia Bank stock, which was ot Ranan 100 in 
TeNNESSCE sy eeeeerereeecerses —@ — dis. 8 a —dis. || January, 50 cannot now be obtained without difficulty, 
Kentucky ...cscsesecescssses «| 9 10 dis, 7a — dis. In the same interval, Commercial has fallen from 54 to 
Missouri ...-.ecceceeccecresees _ | 7 dis. 35 offered, though 40 is asked. Mechanics’ from 35 to 16 or 
INIMOIS «60sec ee eeeeeeeveveees ID& 15 @ dis.| — a 8B dis. 17. Farmers’ and Mechanics’ from 55 to 30 or 32. Penn 
IndiaM@...+esseesseeeeeeeseess — @ 15 dis. |— a8 dis. || Township from 52 to 32 or 35. And the stock of the Girard 
Ohio..... srttseeecseeeseesenes IS a@—dis. | 5 @ 15 dis. || Bank (a bank having a nominal capital of five millions 
Michigan .......ceeccescceeses — @—dis. | 10 a 18 dis. dollars), us fallen ee ae es iavdre tale 

provement stocks the fall has been hardly nous. 

American Gold, (new coinage).| Par a — p. to 6} pr. oo : ; ; ; 
etait a ewer 4.25 ¢ wha 512 Philadelphia, Wilmington and Baltimore Rail Road stock 


5.95 was held in January at 44; ow it is at 24 or 25. 
16.80 S 17.00 Camden and Amboy Rail-Road was then at 104; now it 
16. - Gy || 18 at 77 or 78. 


Hea uineas eee ee te eseteses 5.00 a 5.05 
Spanish Doubloons..........+..' 16.40 a 16.50 
Patriot Doubloons............-! 16.00 a 16.10 


8 


Schuylkill Navigation stock was sold in January at 78; 


Spanish Dollars..........+.+.+| 3a5 pr. 8 a 10 pr. on the 18h of December at 41. 
lexican Dollars ...+.-.++-+00+ }al pr. 6 to 7 pr. Lehigh Coal and Navigation stock was held in Yawbaty 

Five Franc Pieces........ -++++/94 a4 943 cents, 98 a 1.00 axeias ty inieewdbwa tn ab 

Half Dollars.... ee ee eee etter = gi DF, 5} to 6} pr ’ . 


® If stocks continue to fall in value, the question will soon 
BILLS OF EXCHANGE ON be in respect to holders of this species of property, not who 
LOndON sccecsececeeseseeeeeee| 88a 94 pr.) 144 a 15} pr. || 2mong them is ruined, but who is not ruined? 


ORO. at ake hes ce biased. Le, §.235 a —— 4.95 a 5: . 
AS bre sUh Ad So oneve St cha Be x 393 a 40 42 a -— NEW YORK. 
Hamburg «--cecssecsscecseeees| 34. a— |38 a— New York State 5 per cents. are at about 80; and the 
PAROMIOT «nn cncsencscccevcsecece ee a & a— stocks of the New York city banks bear a hi h pelos wees 

OGD n cas cape cvvcenescdonses ajdis.| 5}a5; pr. || compared with those of Philadelphia. But in New York, 

New York «-+scsccesceveesenes 5 a5 pr. || transactions in the stocks of other States are very extensive, / 
PRMMGCIDOIE osc ci cccccvccerses a 6} dis. and the losses and gains of those who deal in them are cor- 

Baltimore «.ccveeeeveereveeees a 4jdis.| 1}@2 pr. || respondingly great. Wall Street is the chief gambling 

EN an Wo ae ene ape ene re 7. a 7 dis. 1 a— dis. place of t Union. 

North Carolina.......0.-.e0005| 5 @ 5) dis On Friday, December 17th, Indiana 5 per cents. fell to 20; 

Charleston ..+....+ssseeseeeeee| Iba Ipdis.| 3 @— pr. || and Iinois6 r cents. to 23}. 
SAVAGE. ska cccaccwscervsecses!| Ba6 dis. Par. “ Since the fatal month of April, 1837,” says the Herald, 

PURER. AA 6A vincecebacerevees a4 dis. “we have not seen time-honoured Wall Street in such a 


3} 
COOMBE. 2 a0 cvane coasscadeaseattS a4 dis. 


state of alarm, fright, and terror, as it now presents to the 
PEGS, vc usscsiccccccvssecvesila G14 dis. 


astonished Christians." 





Bobile passe iricasp ze te eeneees 4 a 7 =~ : a— “ Indiana and Illinois stocks have since risen a few percent. 

ew TIC@CAMB.cccccceccvecesecse a 18, a-— 8. 

POMIONGE s,s cio vce oh ea crane .-|% a3 “9 3.a— _ NEW ORLEANS. " 
Nashville eeesee Ceoeceetececes ee 14 a 15 is. eh q=_— is The Bank of Louisiana has resolved to resume specie 1 
Louisville ete 21 dig | 5 @ — ais, || Payments on ite notes, whereat the New Orleans Advertiser 

Cincinnati .......... seseseees{13 @14 dis.| 8 a — dis, || Toices greatly. 

Michizan 9 a10 dis be Schuy!kill Bank, the stock of which brings only five 

Peer ees ge zm? 7 dollars a share, pays specie for its notes: and so do several 


PRICES OF PRODUCER. of the Philadelphia banks. But this is of little moment, so 


. . | 
Cotton, id erent perib....] 7a 1 9} a 11} long as they re to pay specie for their deposites. | 
QONG acecesesessvscce Tial 9} a 11} : 
BMOMET ioc) etc cee ye of 9 all INCIDENTS. 
Flour, Western Canal, per bbl.| 6.00 a6. 12} The Chamberlain of the City of Albany has proved a de- | 
Philadelphia.......... +s] —— a — | 6.06 a 6.25 || faulter to the amount of $50,000. 
Rye Flour..............! 3.75 @ 4.00 | 4.25 @ 4.37}|| Kirk & Johnson, a mercantile firm in New York, have 
_ Indian Meal ........... 3.00 23.25 | 2.90 @ 3.50 || forged commercial paper to the amount of $50,000, and up- 
Se ere per bush.......| 1.295 41.35 | 1.92 a 1.34 || wards. 
e ee ee 
. Qorn cccccsesesseseeee ee be eee aes DOMESTIC EXCHANGES. 
HOr-sienssercceecesse! 43 & 46 40 a Tn January, exchange on New York at Philadelphia was 
Iron, Amer., Pig, ae per ton) 30.00 @ 35 — 2 32.00 || oniy 3 aw. cont eg In February, it was only In 
Lead. Pi tb rolled. +++++++|85.00 @ 87.50) 75.00 a 82.50 March it rose to 33. Compare that with what it now is, as 
Aa . 1g, per et eee eee ee eee 4 a 4h 44a — given in our table. 
Tobacco, Richmond, per Ib..... 4as 5 a0 
North Carolina ...... 4a6 Errects or SpecutatTion.—Gen. David Taylor, of Chatta- 
Kentucky.......+.... 5 a9 4 a 8 || nooga county, Georgia, committed suicide a few days since 
Wool, American, Merino, perlb.| 42 a 45 39 a@ 41 by opening one of the arteries in his thigh, by which he bled 
N : MON ..+-+| 20 a24 2 a 34 to death in a few minutes. Pecuniary difficulties, produced 
Whiskey, Rye, per gal..... ss+e} 20 a 22 19} a 21 by unfortunate speculations in Morus Multicaulus, ocea- 
Provisions, a ee per aa ; Le a : > a ree stoned the melancholy act.—Franklin ( Tenn.) Reviev. 
ess ; -| 9.25 a@ 10. 0 a 8. 
Hams, per Ib.......| — @ 9 5 a7 How to a Bank Run.—It is said that when a certain 
\ Lard, per Ib........ 6 a® 64a8 bank in Ireland was hard run for specie, the directors or- | 
, per Ib...... 6 a7 7a 8 dered the coin to be heated red hot, and then shovelled it out 
L \ Rice, per Ib......... 23a 3} ad ) to the note holders. 
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OF THE AMERICAN BANKING SYSTEM. 


CHAPTER XXX. 


Probable Effects of the Establishment of a 
System of Sound Currency-and Sound 
edit. 


Tue laws which govern the moral world 
are just as certain in their nature as those 
which govern the physical ; but it is not al- 
ways easy to foretell the effects of a political 
measure, because it is not easy to foresee the 
precise combination of causes that will be in 
operation at any future period. David Hume 
reasoned with perfect correctness from the 
premises before him, when he predicted that 
an increase of the national debt beyond a 
certain amount would make the British Go- 
vernment bankrupt. But he did not foresee 
the great increase of wealth, and consequent 
increase of ability in the people to bear pub- 
lic burdens, which has been caused by the 
use of steam and of productive machinery; 
and the government has swelled the debt 
beyond the amount he fixed upon, without 
becoming bankrupt. 

As we have neither a large standing army 
nor an expensive navy, neither king nor ti- 
tled nobility to support—neither sinecurists 
nor pensioners to pay, it would seem ra- 
tional to believe that, on the destruction of 
the moneyed corporation system, honest in- 
dustry in the United States would be secure 
of its reward. But it is, perhaps, too soon 
to assert that the ingenuity of those who 
wish to grow rich by the labor of others 
will then be exhausted. The banking 
system destroyed, they may invent some 
other, equally plausible and equally perni- 
cious. ; 

There has been at least an apparent im- 
provement in the moral sentiments of men. 
About three centuries ago, it was customary 
to insert in the treaties between Christian 
Kings, a stipulation that the subjects of one 
king should not plunder the subjects of ano- 
ther, on the high seas, in time of peace—in 
other words, it was made matter of express 
covenant that merchants should not be pi- 
rates. At a much later period, many Scot- 
tish gentlemen thought it quite as honorable 
and as honest to levy ‘ black mail’’ on the 
estates of their neighbors, as to levy rents 
on their own estates. 

Some intelligent writer seems to be of 
opinion, that the improvement in moral sen- 
timent is rather apparent thanreal. There is, 
they assert, so much less personal risk in cer- 
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tain modern modes of acquiring wealth, that 
men can lay little claim to merit because 
they do not carry off their neighbors’ cattle 
by force of arms, or rob ships on the high 
seas. Lord Byron appears to have been of 
this way of thinking, for he said that “ if 
the funds failed, Ae meant to take to the 
highway, as he considered that the only 
honorable mode of making a living, now left 
for honest men.” 
“For why? 
The good eld rule sufficeth still, 
The simple plan— 
That they sliall take who have the power, 
And they shall keep who can.” 


‘** Many ingenious men,” says an Ameri- 
can author, **have amused themselves and 
others, in forming theories respecting the so- 
cial compact. Some supposed it to origi- 
nate in one way, some in another. Some 
supposed it to have been formed for one 
purpose, some for another. It is supposed 
by some to have been formed for defence— 
others suppose it to have been formed for 
aggression. It is true, that every thing on 
this subject is mere speculation; and one 
man has as much right to form theories as 
another; but it is very clear, that aggression 
must precede defence, and that before com-- 
munities could have been formed for defence, 
there must have been others formed for ag- 
gression. Had there been no such thing as 
attack, men would never haye thought of de- 
fence. The primary object, therefore, in 
forming the social compact, must have been 
plunder; and the first article of that com- 
pact no doubt was, ‘ We will plunder our 
neighbors.’ The second article probably 
was, ‘ We will not plunder each other.— 
This article was necessary to enable them to 
carry the first into effect. 

“The first article in the social compact 
has been faithfully executed, as far as it was 
practicable. ‘The second article has been 
and still is evaded, or forcibly violated, by 
a large portion of every community. How 
many people do we see in every communi- 
ty, who, instead of supporting themselves 
by their own industry, contrive to supply 
themselves with the necessaries and com- 
forts of life, from the industry of others? 
Some do this by fraud and overreaching— 
some by direct violence—some by the exer- 
cise of their wits in one way, some in ano- 
ther. Some by the permission, or the ex- 
press provision of the law—others in viola- 
tion of it. What a host would there be, if 
all the people in the United States even, who 
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live by the labor of others, were collected 
together. 

“The history of mankind, in all ages of 
the world, shows that they will never labor 
for subsistence, so long as they can obtain it 


debts will be inconsiderable. More or less — 
uncertainty will always attend foreign com- 
merce. Events which happen abroad may, 
from time to time, have an injurious effecton  __ 


bodies of merchants engaged in a trade with 


by plunder—that they will never labor for 
themselves, so long as they can compel others 
to labor for them.’’* 

This is a gloomy view of things—perhaps 
alittle toogloomy. We trust there has been, 
in the last three centuries, some real improve- 
ment in the minds of men. Yet history and 
experience both show that there is a strong 
principle of evil which shows itself in dif- 
ferent forms in different men, and which 
changes its appearance in communities with 
change of circumstances. 

As this principle is found in Americans as 
well as in Europeans and Asiatics, we may 
rest assured, that, if the money corporation 
system shall be abolished, attempts will be 
made, under the plausible pretext of promo- 
| the public good, to have other laws passed, 
and other institutions established, which will 
give to some members of the community ad- 
vantages over the rest. ‘The attempts of this 
kind will probably be numerous, for even 
those who apparently pay most regard to the 

- principles of natural justice, think themselves 
fairly entitled to such advantages as the law 
gives them, and deem it quite proper to en- 
deavor to advance their private speculations 
by procuring legislative enactments in their 
special favor. 

All attempts of this kind should be resist- 
ed. If they shall be successfully resisted, 
we may rationally expect--being delivered 
from the curse of paper-money and of mo- 
neyed corporations—a considerable improve- 
ment in the following particulars : 

1. ‘The demand for most articles of com- 
merce and manufactures will become regular, 
and the supply will conform itself to the de- 
mand, the variations being seldom so sudden 
or so great as to prevent men of good com- 
mon sense from managing their business suc- 
cessfully. At present, men find it difficult to 
make the operation of the natural causes that 
affect supply and demand the basis of an 
estimate, in engaging in any enterprise, be- 
cause these causes are confounded with others 
growing out of the present system of busi- 
ness. 

2. Bankruptcies will be as rare as they 
were before the Revolution, and losses by bad 


*Raymond. Elements of Political Economy. Baltimore, 
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particular countries ; but, as is correctly ob- 
served by Mr. Gallatin, the effects of com- 
mercial revulsions in a country having a 
metallic currency, are generally confined to — 
dealers, extending but indirectly and feebly 
to the community, and never affecting the 
currency, the standard of value, or the con- 
tracts between persons not concerned in the 
failures. | é 

3. The value of that which forms the pri 
cipal item of wealth in every country, the 
land and its improvements, is affected slowly 
by natural causes. It seldom rises or falls, 
except in particular situations, more than one 
or two per cent. in the course of a year.— 
Such variations would not be great enough to 
prevent the majority of men from forming 
correct estimates of the value of real estate: 
and as there would, with the increase of wealth | 
and population, be a continuous rise in the 
value of land, sellers would be quite seeure in 
receiving one-fourth of the purchase money 
and a mortgage for the remainder; and buy- 
ers would run little risk of losing, from a fall 
in the price of property. ‘The special causes 
which would affect the value of lands in par- 
ticular localities, might be estimated ‘with 
some degree of exactness. 

4. The prices of land and commodities 
being left to the regulation of natural causes, 
it would, in most instances, be easy to form 
a judgment of the probable result of different 
undertakings. ‘The risk, in the great ma- 
jority of enterprises, would not be greater 
than that of the farmer when he ploughs and 
sows his fields. It would be easy to tell what 
businesses are adapted to the state of the 
country, and to different parts of the coun- 
try. The development of the natural sources 
of wealth would proceed in natural order, 
and men would grow rich, not by impover- 
ishing others, but by the operation of the 
same causes that enrich nations. 

5. Credit would be diffused through the 
community, and each man would get that share 
to which he would be justly entitled. The 
thrifty young mechanic, and the industrious 
farmer, though not possessed of real estate, 
would be able to borrow on bond, for such 
periods as might be necessary to bring their 
little undertakings to a successful issue. 

6. Every increase of capitak mereasing the 
fund out of which wages would be paid, 
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would increase the reward of the laborer.— 
Through the new distribution of capital which 
would be produced by a just apportionment 

_of credit, the number of the competitors of 
the working-man would be diminished, and 
the number of his employers increased. He 
would thus reap a double advantage, from the 
increase of competition on the one side, and 
its decrease on the other. 

7. The present order of things, by ren- 
dering the condition of some members of 
society almost hopeless, takes away from 
them almost every inducement to industry 
and economy. ‘They labor only from the 
stimulus of necessity; and if in particular 
seasons, they obtain more than is necessary 
for immediate subsistence, they expend it in 
procuring some sensual gratification. But 
open to these men a fair prospect of acquiring 
alittle property and of being secure in its 
possession, and many who are now indolent 

_will become industrious, and many who are 

* extravagant will become economical. Give 

them an object worth working and saving for, 
and but few, even of those who are: least 

gifted with natural prudence, will become a 
burden to their friends, or to tne public. 

8. The moral character of a great part of 
the nation has been stamped so deeply by 

causes which have been in operation for half 
a century, or for nearly a century and a half, 
if we count from the first issue of paper-mo- 
ney by Massachusetts, that many years, per- 

haps, will elapse, before it can be essentially 
changed. Butone of the first effects of abol- 
ishing the money corporation system, will 

_be that of raising the standard of commercial 

honesty in a perceptible degree, and the 

‘standard of political honor will, in a few 

_years, be sensibly elevated. 

_ 9. Inastate of things in which industry 
would be sure of its reward, few persons would 
be destitute of the pecuniary means for obtain- 

_ inginstruction. The intellectual powers of the 

| t body of the people would then be fully 
Reload, and this could not fail to promote 

the correct management of public and private 
affairs. 

10. The causes of evil are as numerous as 
the varieties of evil. The banking system 
must be regarded as the principal cause of 
social evil in the United States; but it is by 
no means the only one. ‘There are other 
positive institutions in our land which are 
very pernicious. Remove the banking sys- 
tem, and the extent in which most other evil 
institutions operate, will become evident.— 


The application of the proper remedies will 
then be an easy task. 

In the best social system that can be ima- 
gined, that is, in one in which there should 
be no laws or institutions of any kind except 
such as are absolutely necessary, and in which 
the few laws and institutions which are really 
necessary should be perfectly just in princi- 
ple and equal in operation, there would ne- 
cessarily be an inequality in the condition of 
men. It would proceed in part from differ- 
ences in mental and bodily strength, in skill, 
in industry, in economy, in prudence, and in 
enterprise. In part, it would proceed from 
causes beyond human control. But this 
would be a natural inequality, and it would 
not beanevil. Thesight of one man enjoy- 
ing the reward of his good conduct, would 
induce others to imitate his example. 

We have evidence in the condition of 
Switzerland and Holland, of what patient in- 
dustry can accomplish. One of these coun- 
tries is mountainous and rugged ; the other is 
a marsh, a great portion of which has been 
reclaimed from the sea. Yet they are, in 
proportion to the number of square miles they 
contain, among the richest countries in the 
world. 

In Switzerland there are, or were till lately, 
many absurd restrictions on the liberty of the 
people. The national debt of Holland is 
very great, and the taxes are consequently 
heavy. Switzerland is an inland country, 
and has intercourse with distant nations, only 
through the permission of the neighboring 
kingdoms. It owes its independence to the 
sufferance of its powerful neighbors. Hol- 
land is frequently devastated by hostile ar- 
mies. Itis nov free from commercial monopo- 
lies. In both Holland and Switzerland there 
is an inequality of political rights quite in- 
compatible with our American ideas of na- 
tural justice. Yet, under all these disadvan- 
tages, natural and political, Holland and Swit- 
zerland have arrived at a degree of improve- 
ment which excites the admiration of every 
candid observer. 

Now, if the Union of the States can be 
preserved, to what may we not rise, under 
our free political institutions, with the im- 
mense extent of our natural resources, with 
all our advantages for foreign and domestic 
trade, and exempted as we are by our situa- 
tion from a participation in the wars of Eu- 
rope. It would really appear that, if we 
could only get rid of a few laws and institu- 
tions which give advantages to some men 
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over others, we might arrive at a state of im- 
provement which would surpass that of any 
country of which mention is made in history. 
We have more means of happiness within 
our reach than any other people. If we turn 
them not to a good account, the fault will be 
our own, and we must patiently bear the 
consequences. 





CHAPTER XXXI. 
Summary. 


To place the subject fairly before the read- 
er, we shall bring together the principal pro- 
positions that have been supported in this es- 
say, and leave the decision to his candid 
judgment. 

We have maintained : 

1. That real money is that valuable by 
reference to which the value of other articles 
is estimated, and by the instrumentality of 
which they are circulated. Itis a commodity 
done up in a particular form to serve a par- 
ticular use, and does not differ essentially from 
other items of wealth. 

2. That silver, owing to its different physi- 
cal properties, the universal and incessant de- 
mand for it, and the small proportion the an- 
nual supply bears to the stock on hand, is as 
good a practical standard of value as can rea- 
sonably be desired. It has no variations ex- 
cept such as necessarily arise from the nature 
of value. 

3. That real money diffuses itself through 
different countries, and through different parts 
of a country, in proportion to the demands of 
commerce. No prohibitions can prevent its 
departing from countries where wealth and 
trade are declining; and no obstacle, except 
spurious money, can prevent its flowing into 
countries where wealth and trade are increas- 
ing. 

4. ‘That money is the tool of all trades, and 
is, as such, one of the most useful of produc- 
tive instruments, and one of the most valua- 
ble of labor-saving machines. 

5. That bills of exchange and promissory 
notes are a mere commercial medium, and 
are, as auxiliaries of gold and silver money, 
very useful; but they differ from metallic 
money in having no inherent value, and in 
being evidences of debt. The expressions 
of value in bills of exchange and promissory 
notes, are according to the article which law 
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or custom has made the standard; and the 
failure to pay bills of exchange and promis- 
sory notes, does not affect the value of the 
currency, or the standard by which all con- 
tracts are regulated. 

6. That bank notes are mere evidences of 
debt due by the banks, and in this respect 
differ not from the promissory notes of the 
merchants: but being received in full of all 
demands, they become to all intents and pur- 
poses the money of the country. 

7. ‘That banks owe their credit to their 
charters ; for if these were taken away, not 
even their own stockholders would trust 
them. 

8. That the circulating quality of bank 
notes is in part owing to their being receivable 
in payment of dues to government; in part 
to the interest which the debtors to banks and 
bank stockholders have in keeping them in 
circulation ; and in part to the difficulty, when 
the system is firmly established, of obtaining 
metallic money. 

9. That so long as specie payments are 
maintained, there is a limit on bank issues, 
but this is not sufficient to prevent successive 
‘expansions’ and “ contractions,’ which 
produce ruinous fluctuations of prices ; while 
the means by which bank medium is k 
‘‘ convertible,”’ inflict great evils on the com- 
munity. 

10. ‘That no restrictions which can be im- 
posed on banks, and no discretion on the part 
of the directors, can prevent these fluctua- 
tions ; for bank credit, as a branch of commer- 
cial credit, is affected by all the causes, na- 
tural and political, that affect trade, or that 
affect the confidence man has in man. 

11. That the “ flexibility”’ or * elasticity” 
of bank medium is not an excellence, but a 
defect ; and that ‘* expansions’’ and ** contrac- 
tions’’ are not made to suit the wants of the 
community, but from a simple regard to the 
profits and safety of the banks. 

12. That the uncertainty of trade produced 
by these successive ‘* expansions” and ** con- 
tractions,”’ is but one of the evils of the pre- 
sent system. ‘That the banks cause credit 
dealings to be carried to an extent that is~ 
highly pernicious—that they cause eredit to 
be given to men who are not entitled to it, 
and deprive others of credit to whom it would 
be useful. 

13. That the granting of exclusive privi- 
leges to companies, or the exempting of com- 
panies from liabilities to which individuals 
are subject, is repugnant to the fundamental 
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principles of American government; and that 
the banks, inasmuch as they have exclusive 
privileges and exemptions, and have the en- 
tire control of credit and currency, are the 
most pernicious of money corporations. 

14. That a nominal responsibility may be 
imposed on such corporations, but that it is 
impossible to impose on them an effective re- 
sponsibility. ‘They respect the laws and 
_ public opinion so far only as is necessary to 
promote their own interest. 

15. That on the supposition most favora- 
ble to the friends of the banking system, the 

whole amount gained by the substitution of 
bank medium for gold and silver coin, is equal 
only to about forty cents per annum for each 
individual in the country; but that it will be 
found that nothing is in reality gained by the 
‘nation, if due allowance be made for the ex- 
pense of supporting three or four hundred 
banks, and for the fact that bank medium is a 
machine which performs its work badly. 

16. That some hundreds of thousands of 
dollars are annually extracted from the peo- 
ple of Pennsylvania, and some millions from 

the people of the United States, for the sup- 

port of the banks; insomuch as through 
banking the natural order of things is reversed, 
and interest paid to the banks on evidences 
of debt due by them, instead of interest being 
paid to those who part with commodities in 
exchange for bank notes. 

17. That into the formation of the bank 
capital of the country, very little substantial 
wealth has ever entered, that capital having 
been formed principally out of the promissory 
notes of the original subscribers, or by other 
means which the operations of the banks 
themselves have facilitated. They who have 
bought the script of the banks at second-hand, 
may have honestly paid cent. per cent. for it; 
but what they have paid has gone to those 
from whom they bought the script, and does 
not form any part of the capital of the 
banks. 

18. That if it was the wish of the Legis- 
lature to promote usurious dealings, it could 
not well devise more efficient means than in- 
corporated paper-money banks. That these 
banks, moreover, give rise to many kinds of 
stock-jobbing, by which the simple-minded 
are injured and the crafty benefitted. 

19. That many legislators have, in voting 
for banks, supposed that they were promo- 
ting the welfare of their constituents ; but the 
prevalence of false views in legislative bodies 
in respect to money corporations and paper- 


money, is to be attributed chiefly to the desire 
certain members have to make money for 


themselves, or to afford their political parti- 


sans and personal friends opportunities for 
speculation. 

20. That the banking interest has a perni- 
cious influence on the periodical press, on 
public elections, and on the general course of 
legislation. This interest is so. powerful, that 
the establishment of a system of sound cur- 
rency and sound credit is impracticable, ex- 
cept one or other of the political parties into 
which the nation is divided, makes such an 
object its primary principle of action. 

21. That through the various advantages 
which the system of incorporated paper-mo- 
ney banking has given to some men over 
others, the foundation has been laid of an ar- 


tificial inequality of wealth, which kind of - 


inequality is, when once laid, increased by all 
the subsequent operations of society. 

22. That this artificial inequality of wealth 
adds nothing to the substantial happiness of 
the rich, and detracts much from the happi- 
ness of the rest of thecommunity. That its 
tendency is to corrupt one portion of society, 
and debase another. 

23. That the sudden dissolution of the 
banking system, without suitable preparation, 
would put an end to the collection of debts, 
destroy private credit, break up many pro- 
ductive establishments, throw much of the 
property of the industrious into the hands of 
speculators, and deprive laboring people of 
employment. 

24. That the system can be got rid of with- 
out difficulty, by prohibiting, after a certain 
day, the issue of small notes, and by proceed- 
ing gradually to those of the highest denomi- 
nation. 

25. That the feasibility of getting rid of 
the system, is further proved by the fact, that 
the whole amount of bank notes and bank 
credits is, according to Mr. Gallatin’s calcu- 
lation, only about one hundred and nine mil- 
lion dollars. By paying ten or eleven mil- 
lions a year, the whole can be liquidated in 
the term of ten years. If, however, twenty 
or thirty years should be required for the 
operation, the longest of these is but a short 
period in the lifetime of a nation. 

26. That it has not been solely through the 
undervaluation of gold at the mint, that eagles 
and half-eagles have disappeared. ‘The free 
use of bank notes is the chief cause of the 
disappearance of gold. Nevertheless, anew 
coinage of pieces containing four and eight, 
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or five and ten dollars’ worth of gold is desira- 
ble, to save the trouble of calculating frac- 
tions. The dollar being the money of con- 
tract and account, no possible contusion or 
ea can be produced by an adjustment 
of the gold coinage to the silver standard.* 

27. ‘That incorporating a paper-money 
bank is not the ‘‘ necessary and proper,”’ or 
‘* natural and appropriate’ way of managing 
the fiscal concerns of the union; but that the 
necessary and proper,’’ or ‘* natural and ap- 
propriate’ way, is by sub-treasury offices. 

28. ‘That incorporating a paper-money 
bank is not the ‘‘ necessary and proper,”’ or 
‘« natural and appropriate” way of correcting 
the evils occasioned by the State Banks, in- 
asmuch as a National Bank, resting on the 
same principles as the State Banks, must 
produce similar evils. 

29. That ‘‘ convertible’ paper prevents 
the accumulation of such a stock of the pre- 
cious metals as will enable the country to bear 
transitions from peace to war, and insure the 
punctual payment of war taxes ; and that the 
‘‘necessary and proper,”’ or ‘natural and 
appropriate” way of providing for all public 
exigencies, is by making the government @ 
solid money government, as was intended by 
the framers of the constitution. 

30. That if Congress should, from exces- 
Sive caution, or some less commendable mo- 
tive, decline passing the acts necessary to 
insure the gradual withdrawal of bank notes, 
they may greatly diminish the evils of the 
system, by declaring that nothing but gold 
and silver shall be received in payment of 
duties, and by making the operations of 
the government entirely distinct from those 
of the banks. 

31. That on the abolition of incorporated 
paper-money banks, private bankers will rise 
up, who will receive money on deposit, and 
allow interest on the same, discount promis- 
sory notes, and buy and sell bills of exchange, 
Operating on sufficient funds, and being re- 
sponsible for their engagements in the whole 
amount of their estates, these private. bankers 


* See note at the end of Chapter XXV. 
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will not by sudden and great ‘* expansions’’ 
and ** curtailments’’ derange the whole train 
of mercantile operations. In each large city, 
an office of deposit and transfer, similar to 
the Bank of Hamburgh, will be established, 
and we shall thus secure all the good of the 
present banking system, and avoid all its 
evils. 

32. Thatif the present system of I 
and paper-money shall continue, the weal 
and population of the country will increase 
from natural causes, till they shall be equal 
for each square mile to the wealth and popu- 
lationof Europe. But, with every year, the 
state of society in the United States will more 
nearly approximate to the state of society in 
Great Britain. Crime and pauperism will 
increase. A few men will be imordinately 
rich, some comfortable, and a multitude in 
poverty. This condition of things will natu- 
rally lead to the adoption of that policy which 
proceeds on the principle that a legal remedy 
is to be found for each social evil, and nothi 
left for the operations of nature. This ki 
of legislation will increase the evils it is in- 
tended to cure. 

33. ‘That there is reason to hope, that on 
the downfall of moneyed corporations, and 
the substitution of gold and silver for bank 
medium, sound credit will take the place of 
unsound, and legitimate enterprise the place 
of wild speculation. That the moral and 
intellectual character of the people will be 
sensibly though gradually raised, and the 
causes laid open of a variety of evils under 
which society is now suffering. That the 
sources of legislation will, to a certain extent, 
be purified, by taking from members of legis- 
lative bodies inducements to pass laws for the 
special benefit of themselves, their personal 
friends and political partisans. That the 
operation of the natural and just causes of 
wealth and poverty, will no longer be invert- 
ed, but that each cause will operate in its natu- 
ral and just order, and produce its natural and 
just effect—wealth becoming the reward of 
industry, frugality, skill, prudence, and en- 
terprise ; and poverty the punishment of few 
except the indolent and prodigal. 
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A SHORT HISTORY 
OF 


PAPER MONEY AND BANKING IN THE UNITED STATES. 


CHAPTER I. 


Of the Mediwn of Trade before the Intro- 
duction. of Paper-Money. 


Tue first settlers of a country may be 
much in want of capital, but they do not need 
a great sum of money as a medium of domes- 
tic trade. A few exchanges of products for 
gold and silver coin, will regulate barter trans- 
actions with sufficient accuracy for general 
dealings. A great portion of the stock of 
money which the original emigrants brought 
with them, was therefore soon exchanged for 
the comforts and conveniences which Europe 
could supply, and trade by barter became the 
custom of the country. 

If the Government had not interfered, all 
would have been well. But, as early as 
1618, as is stated by Holmes, in his Ameri- 
ean Annals, Governor Argall, of Virginia, or- 
dered ‘*‘ that all goods should be sold at an 
advance of 25 per cent., and tobacco taken 
in payment at three shillings per pound, and 
not more or less, on the penalty of three 
years servitude to the colony.’’* 


* Burk, in the appendix to the first volume of the History 
of Virginia, mentions some facts which elucidate the state- 
ment of Holmes. 


“T find,” he says, “in the proclamations of the Virginia 
Governors and Councils, the rates of some commodities and 
something like a scale of exchange between specie and to- 
bacco. During the administration of Captain Argall, to- 
bacco was fixed at three shillings the pound. 1623, Canary, 
Malaga, Alicant, Tent, Muskadel, and Bastard wines, were 
rated at six shillings in specie, and nine shillings the gallon, 

ayable in tobacco. Sherry, Sack, and Aquavitm, at four shil- 
ings, or four shillings six-pence tobacco. Wine vinegar at 
three shillings, or four shillings and six-pence tobacco. Cider 
and beer vinegar at two shillings, or three shillings in tobacco, 
Loafsugar one shilling and eight pence per pound, or two shil- 
lings and six-pence in tobacco ; butter and cheese eight pence 
per pound, or one shillingin tobacco. Newfoundland fish per 
eWt. fificen shillings, or one pound four shillings in tobacco. 
Oanatia fish, two pounds, or three pounds ten shillings in to- 
bacco. English meal sold at ten shillings the bushel, and 
Indian corn ateight. After a careful inspection of the old 
records, I cannot find any rates of labor specified, although 
they too are mentioned, as forming a part of the subject ot 
proclamations,” 

Holmes, in his Annals, supplies one deficiency in Burk's 
price current, namely, the price of a passage from Europe. 

“The enterprising colonists being generally destitute of 
families, Sir Edward Sandys, the treasurer, proposed to the 
Virginia company to send over a freight of young women to 
become wives for the planters. The proposal was applaud- 
ed; and ninety girls, ‘ young and uncorrupt,’ were seat over 
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In 1631, as we learn from the same au- 
thority, the General Court of Massachusetts 
‘* made orders about payment of debts, setting 
corn at the usual price, and making it paya- 
ble for all debts which should arise after a 
time prefixed.” In 1633, the same General 
Court ordered ‘that wampompeag should 
pass current in the payment of debts to the 
amount of forty shillings, the white at eight 
a penny, the black at four a penny, except 
for county rates.” 

Wampompeag being an article of traffic 
with the Indians, had a value in démestic 
trade ; but an attempt to fix its value by law 
was an absurdity, and making ita legal tender 
was something worse than an absurdity. The 
measure was, however, in perfect accordance 
with the orders given by the General Court 
in 1633, declaring, ‘‘ that artificers, such as 
carpenters and masons, should not receive 
more than two shillings a day, and proportion- 
ably, and that merchants should not advance 
more than four pence in the shilling above 
what their goods cost in England.” 

In Pennsylvania, as well as in the other 
colonies, a considerable traffic was carried on 
by barter. In the year 1700, or about that 
time, a proposition was brought before the 
General Assembly, to make domestic pro- 
ducts a legal tender, at their current rates.— 
The proposition was rejected. But Holmes 
states that, in Maryland, as late as the year 
1732, an act was passed ‘‘ making tobacco a 
legal tender at one penny a pound, and Indian 
corn at twenty pence a bushel.”’ 

The colonists had hardly become numerous 
enough to require more than two or three 


in the ships that arrived this year, (1620); and the year follow- 
ing, Sixty more, handsome and well recommended to the com- 
pany for their virtuous education and demeanor. The price 
of a wife, at the first, was onc hundred pounds of tobacco: but 
as the number became scarce, the price was increased to one 
hundred and fifty pounds, the value of which, in money, was 
three shillings per pound. This debt for wives, it was order- 
ed, should have the precedency of all ‘other debts, and be 
first recoverable.” 

The Rev. Mr. Weems, a Virginia writer, intimates that it 
would have done a man’s heart good, to see the gallant, youn 
Virginians, hastening to the water side, when a ship arriv 
from London, each carrying a bundle of the best tobacco un- 
der his arm, and each taking back with him a beautiful and 
Virtuous young wife. 
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hundred thousand dollars of medium for do- 
mestic uses, before specie b to flow in 
abundantly. . Their trade with the West In- 
dies and a clandestine commerce with the 
Spanish Maine, made silver so plentiful, that, 
as early as 1652, (thirty years before the 
foundation of Phila elphis,) a mint was es- 
tablished in New-England for coining shil- 
lings, sixpences and three-penny pieces.*— 
In 1662, a mint was established in Mary- 
land.t 

Gabriel Thomas, in his account of Penn- 
sylvania, published about the year 1698, says 
that silver was more plentiful in that province 
than in England. 

Plentiful, however, as it was, there was not 
enough to satisfy the wishes of every body. 
Attempts were, therefore, made to keep the 
precious metals in the country, by raising the 
official value of the com. Virginia, in 1645, 
prohibited dealings by barter, and established 
the Spanish piece of eight at six shillings, as 
the standard currency of that colony. The 
other colonies affixed various denominations to 
the dollar, and the country exhibited a singu- 
lar spectacle. Its money of account was the 
same nominally as thatof England. Its coin 
was chiefly Spanish and Portuguese. But 
what was a shilling in Pennsylvania, was 
more than a shilling in New-York, and less 
than a shilling in Virginia. 

In the third year of Queen Anne, an at- 
tempt was made to put an end to this confu- 
sion, by a Royal Proclamation, and an act of 
Parliament, fixing the plantation pound at two 
ounces sixteen penny weights sixteen grains 
of silver, of the fineness of common pieces 
of eight, at six shillings and ten pence half- 
penny per ounce; but from various causes, 
the act proved effective in Barbadoes only. 
In South Carolina, the dollar was estimated at 
4s. 8d., in Virginia and New England at 6s., 
in Pennsylvania, New-Jersey, and Maryland 
at 7s. 6d., and North Carolina at 8s. 


*« The law enacted that ‘Massachusetts and a tree in the 
centre, be on the one side: and New England, and the year 
of our Lord, and the figure X11, VI, ILI, according to the 
value of each piece, be on the other side’—Massachusetts 
Laws. “The several coins had N. E. on one side, and the 
number denoting the number of pence, with the year 1652 on 
the other. The date was never altered, though more coin 
was stamped annually for thirty years."— Holmes. 


t In 1662, the Assembly of Maryland besought the proprie- 
tary to “take orders for sitting up a mint,” and a law was 
passed for that purpose. ‘‘'The great hindrance to the colony 
in trade, for the want of money,” is assigned as the reason 
for the measure. It was enacted, that the money coined 
shall be as good silver as English sterling : that every shilling, 
and so in proportion for other pieces, shall weigh above nine 
pence in such silver; and that the proprietary shall accept of 
it in payment of his rents and other debts. This coin being 
afterwards circulated, the present law of Maryland was con- 
firmed in 1676. This is the only Jaw for coining money, 
which occurs in colonial history, previous to the American 
Revolution, excepting the ordinance of Massachusetts in 
1652."— Chalmers, 1., 248. 


A SHORT HISTORY 


These are to be understood as the rates at 
which the currencies of the different colonies 
were finally settled. ‘They were varied from 
time to time to suit the varying views of the 
lawgivers.t Confusion in dealing was there- 
by introduced, and some injustice was done 
to individuals: but the chief object of these 
changes, namely, that of keeping a great stock 
of the precious metals in the country, was 
not effected. In proportion as tac denomina- 
tions of the coin were raised, the merchants 
raised the price of their goods. ‘The laws of 
nature counteracted the laws of the land.— 
The people exchanged their surplus gold and 
silver for such things as they wanted still 
more than gold and silver—leaving just as 
much money in the country as its domes- 
tic trade required, and not one shilling 
more. 


CHAPTER II. 


'* Of Provincial Paper-Money. 


PAPER-MONEY was first issued by Massa- 
chusetts in 1690. The object was not to 
supply any supposed want of a medium for 
trade, but to satisfy the demands of some 
clamorous soldiers. Other issues were sub- 
sequently made, partly with the view of de- 
fraying the expenses of government, and 
partly with a view of making money plenty 
in every man’s pocket. But as the quantity 
increased, the value diminished, as will be 
seen by inspecting the following table.§ 


Exch. - 1 oz. Silver. Exc. with 1 02. Silver. 


133 Gs, 104d. 1728340 18s. 
35 7 1730380 20 

150 8 1737 500 26 

M59) 2 1741 550 

295 19 1749 1100 

270 4 

The ill-judged expedition of the Carolini- 

ans against St. Augustine, in 1702, entailed a 
debt of six thousand pounds on that colony, 
for the discharge of which a bill was passed 
by the provincial assembly for stamping bills 
of credit, which were to be sunk in three 
years by a duty laid upon liquors, skins, ‘and 
furs. For five or six years after the emission, 
the paper passed in the country at the same 
value and rate as the sterling money of Eng- 
land.|} 


t Dr. Franklin, in his historical account of Pennsylvania, 
says, “ during this weak practice silver got up by degrees to 
eight shillings and nine pence per ounce, and English crowng 
were six, seven, and eight shillings a-piece.” 


§ Holmes, Vol. II, p. 58.  Ib., Vol. II, p. 82. 
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COMMERCIAL BANKING. 


In some of our previous numbers, we endeavored 
to show the difference between banking on com- 
mercial principles, and banking on the principles 
commonly adopted inthis country. We now com- 
mence the history of a bank which was conducted 
‘on commercial principles for twenty-five years; 
during which time it made but one bad debt, and 
that of only fifty dollars. It then changed its 
‘mode of operation, and in five years became bank- 
rupt. 

As the writer is an old and experienced banker, 
we’ hope his remarks will receive the attention 
which they merit, from gentlemen-who have the 
‘Management of banking institutions. 

To paper-money banks, even when conducted 
on the principles laid down in this article, there 
are, as we shall endeavor to show, in future num- 
bers, very strong objections. But we firmly be- 
lieve, that if our banks generally were conducted 
on those principles, the system would be shorn of 
half its evils. Banks so conducted, whatever 


other evils they would inflict on the community, 


would never slop specie payments. 


HISTORY OF THE BANK OF ————. 
To the Editor of the Journal of Banking. 


Sir :—In a conversation held with you at Wash- 
i some time since, [ endeavored to enforce 
and ey my views of the sound and legitimate 
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principles of banking, by narrating the operations 
of a banking institution with which I had, for a 
long period, been in some measure connected. I 
now proceed, in compliance with your request, to 
furnish you with a brief history of the bank to 
which | then referred. The narrative, mainly 
from memory, will be found substantially accu- 
rate. 

The bank was chartered in October, 1806. Its 


‘charter contained the ordinary provisions found in 


bank charters; its capital was $200,000, divided 
into 1,000 shares of $200 each : the first board of 
nine directors was chosen on 3d of February, 1807. 
On the same day, out of this number, a gentleman, 
who held a large and controlling interest as a 
stockholder, and gave a direction to its affairs for 
a quarter of a century afterwards, was “chosen 
President, without compensation. The cashier 
was elected on the 24th of March following, at an 


annual salary of $700, with the use, free of rent,, 


of the dwelling part of the banking house. The 
bank was opened for business, pursuant to public 


‘notice, on the 21st of May, 1807; anda rule estab- 


lished on that very day, of the following import: 

No paper offered at this bank for discount wilt 
be accepted, having more than sixty days to run 
to maturity. 

Every note or bill discounted must BE PAID AT 
MATURITY. 

No renewal or new discount will be made in 
substitution for, or in aid of the payment of an 
existing indebtedness. 

There was no set form of by-laws enacted.— 
This simple, Searching, and effective rule stood 
alone, the solitary but inflexible rule for the admin- 
istration of its, affairs. In the outset, some of its 
debtors, regerding “a bank” rather in the light of 
a benevolent, than of a money making institution, 
and as possessing recognized special claims om 
public and legislative favor, and therefore bound 
to accommodate the public, (a heresy, alike fatal 
to the country and to banks,) denounced the rule 
as most arbitrary and “unaccommodating,” and 
in a few cases, a resort to legal proceedings was 
found necessary to coerce its observance. The 
rule however was enforced, and its requirements 


ae 

here was no other bank in the county, 
being established in a populous town, the Sth 
of trade for a large and productive district, itg 
operations Were, in the highest degree, salutar 
and gratifying. It induced, and indeed compelle 
its dealers to carry out the same conservative prin. 
ciple in all their private transactions. Each indis 
vidual conducted his business not on borrowed 
bank credit, but on his own capital, and thus 
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brought the amount of his transactions within his 
own means; short credits and quick returns were 
pepcacermtre of the transactions of the neighbor- 


The bank, you will understand, instituted no 
impertinent inquisition into the origin or object of 
the paper offered for discount. Parties being sat- 
isfactory, it was invariably “done.” Experience 
had taught the directors, that the rule requirin 
absolute payment at the end of sixty days, would, 
in its operation, necessari/y confine their discounts 
to real business paper—representing actual trans- 
fers of property out of the hands of the payee into 
those of the payer; the payer received, in consid- 
eration of his note, the property purchased ; which 
he practically held in trust for the security of the 
holder of his note. 

1 have said that this rule confined discounts to 
paper representing values—the commodities of 
the country, and limited the transactions of its cus- 
tomers to their own capital ; for no prudent man, 
having adequate credit to obtain a discount, and re- 
quiring actual capital, would venture to embark in 
an enterprise on borrowed bank credit, which he 
knew would be withdrawn and must be returned, 
at the end of sixtydays. The bank, in short, only 
cashed sales. To the men of business, enlight- 
ened by the events of the past few years, who 
were, during the period of which I am speaking, 
among the customers of this bank, it ait care be 
apparent that the steadiness and sobriety which 
was infused into al] the transactions of the neigh- 

*borhood, was owing, in some degree at least, to 
the influence of this, at that time, very popular 
moneyed institution. The gains of the people, 
which were then the fruit of honest and patient 
industry, and well considered economy, were not, 
it is true, sudden and spasmodic, but sure and 


y- 

It was ascertained, soon after the bank was 
fairly in operation, that its ability to discount, had 
no sort of connection with, or nee on, the 
amount of its ores: A currency fully equal to 
the demands of trade -was sustained, and more 
could not have been sustained whether the capital 
was one thousand or one million of dollars. Its 
circulating notes were issued only in exchange for 
vusiNess paper representing commodities in tran- 
situ, and were, as I have already observed, practi- 
cally secured by a lien on those commodities. 

Bbce in every sixty days, the whole debt due 
to the bank was cancelled by payment. One six- 
tieth part being thus paid in, restored to the bank 
daily, either its own biJs or bills of other banks, 
As every new discount carried out on/y the credit 
of this bank—not that of other institutions, for 

rompt and actual payment was required of their 
fille-—-it is obyjous that its circulation supplanted 
that of other banks dealing in renewals or * ac- 
commodation paper ;” because thezr paper, as fresh 
discounts were comparatively few, seldom went 
into circulation. ‘To compensate for the less cir- 
culation, the cause not being understood, agents 
were furnished with bills of those banks, by their 
directors, with orders to exchange them with mer- 
chants and trades people ; and even travellers were 
annoyed by numerous applications—without ef- 
fecting their object for any length of time, as 
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they were soon returned from whence they is — 


There was no attempt made by the bank to: gu- 
late trade or ; but it was itself regulated | 
by them. The bank was the servant of 
its master. bre 
widely. At certain seasons, when the products 
of the country were coming forward to market, it. 
expanded largely ; at others, it 
me w limits, as the records of the bank 
show. 

I have said that the ability to discount was not 
influenced by the amount of its capital. The pos- 
session of capital was of no use except to 


confidence. This being once fully established, 


(and its manner of conducting business contributed 
to this far more than its capital,) the latter was 
found a great inconvenience—a source of real an- 
noyance, because its investment involved a re- 
sponsibility which it was thought could be dis- 
charged with equal safety and greet advantage 
by the stockholders, in their individual capacities 
to whom it belonged, and through whom it w 
find its way into the hands of the producing 
classes. 1t was therefore determined to restore it 
to them, retaining only so much as was deemed. 
adequate to the security of those holding the en- 
gagements of the Bank. Accordingly, in pursu- 
ance of a vote taken at a meeting of stockholders on 
the 3d of July, 1816, and with the consent of the 
Legislature previously obtained for that 

one-half of the capital stock ($100,000) was paid 
back to the stockholders in gold and silver or its 
equivalent, leaving $100,000 of the same article 
or its equivalent, in possession of the bank, One 
half of the capital of the bank was thus distribu- 
ted among the stockholders, in aid of the produc- 
tive industry of the country, which required ac- 
tual capital for long and fixed periods, and not 
bank credit; while the latter continued to be em- 
ployed as a facility to the trading community in 
transferring commodities. | 

This disposition of its capita] was alike benefi- 
cial to the country and the bank; to the country, 
because it augmented the national wealth by in- 
creasing the products of labor—to the bank, be- 
cause it called for an enlarged but legitimate issue 
of its currency (the only real source of profit which 
a bank sses over other modes of investing 
capital) to transfer this increased amount to mar- 
ket. ‘ 

The bank continued its operations, adhering to 
the rule governing its discounts, but was still suf- 
fering from the annoyance of unemployed capital ; 
and while on the one hand, it was considered an 
act of justice to its creditors that it should retain 
in its possession, for their security, the remaining. 
half of its original capital: it was, on the other 
hand, due to the stockholders, that it should be 
kept securely invested in some shape. ‘'T’oemploy 
it in discounting commercial paper, experience 
had shown, was not sagacious; as the bank’s credit, 
which cost nothing, already supplied all the de- 
mands of trade; and adding its capital would 
either compel it to retire an equal amount of that 
credit; or else, by inflating the currency, expand 
prices, promote extravagance and speculation, and 
thus endanger the solvency of its customers, whose 
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The circulation of the bank vibrated _ 


* 


shrunk vie ; x 


® 





Original from 
INDIANA UNIVERSITY 


Digitized by Google 


9)16006-pd#asn ssadde/buo'isnuitTy ey'MMM//:diiYy / pazTt1Thbtp-3)6005 ‘utTewog 2T)qGNnd 
SVELEL8OTOOOOE "NUT/ZZO0Z/JaU" a pUueYy*1pYy//:sdizyY / IW SE:GT TE-ZT-O7OZ UO STNOT “35 UT AjTS4aATUH UOLHUTYSeM je pajesauay 


212 


receive nothing, we shall not undertake to predict. officers of the branches. The Directors o 


This State money, and the bills of suspended 
banks are or Ga only practical tender in Penn- 
sylvania. It requires but one step more to make 
then a legal tender. Certain provisions in the 
United States’ constitution, do, indeed, stand in 
the way of this: but such provisions are apt to be 
but little regarded, when the moral constitution 
of a whole people is perverted. 


- FALL OF PRICES. 


The editor of the Charleston (S. C.) Patriot 
thinks that “a decline in the price of commodities, 
equivalent to a fall in them generally of twenty- 
ee per cent., willioccur in the next two years. 

his is a discouraging prospect; but until a decline 
of prices takes place, that will stimulate exporta- 
tion and check importation, we will not have 
reached a sound condition of monetary affairs.” 

This is a pleasant t, truly. A fall of 
prices of 25 per cent! And for what? That we 
may get rid of the cause of violent fluctuations of 

ricest No: but simply that the banks may start 
ir in commencing a new series of expansions and 
contractions, 


THE FISCAL BANK. 

If we should insert at length the bill lately 
reported by the Secretary of the Treasury, it would 
fill several pages of this Journal, and then the 
probability is, that though all our readers would 
look at it, not one in ten would read it, We 
must, therefore, resort to some other mode of 
giving them, or endeavoring to give them, a clear 
idea of the character of the proposed Fiscal Bank, 
and this will perhaps be most readily done by 
showing wherein it agrees with, and wherein it 
differs from, the late Bank of the United States. 


The Fiscal Bank is to be founded entirely 
on the credit and resources of Government. The 
United States Bank was founded partly on the 
credit and resources of Government: and partly 
on the means furnished by private individuals. 

The Fiscal Bank is to be governed by a Board 
of Directors, improperly called a Board of Ex- 
chequer, whose seat of power is to be at Wash- 
ington. The United States Bank was governed 
by a Board of Directors, whose seat of power 
was at Philadelphia. 

Part of the Directors of the United States 
Bank were appointed by the President with the 
advice of the Senate, and part were chosen by 
the stockholders. A// the Directors of the Fiscal 
Bank, are to be appointed by the President with 
the advice of the Senate, the Secretary of the 
Treasury and the Treasurer of the United States, 
being e2-officio members of the Board. 

The United States Bank had between twen- 
ty and thirty branches. ‘The Directors of the 
Fiscal Bank are to be authorized to establish two 
branches or agencies, in each State, and as many 
more as Congress may direct. 

The Board of Directors of the United States 
Bank at Philadelphia appointed the directors and 
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to do the same, as it is to be made the duty of the 
Secretary of the Treasury to appoint the c 
of the agencies on the recommendation of t 
called Board of Exchequer. a 
The Board of Directors of the U. States Ba 
Philadelphia, fixed the compensation of the offic 
of the branches, and prescribed bye-laws for thi 
regulation. Jn like manner are the ensa- 
tions of the officers of the agencies, and the b 
laws for their government, to be fixed by the 
rectors of the Fiscal Bank at Washington. 
The Bank of the United States was the gener 
agent of the Government of the United States: 
receiving, safe keeping, disbursing and mit-— 
ting the a money, for paying pensions, for 
receiving subscriptions to public loans, paying in- 
g P pu oans, pa’ : i | 


Fiscal Bank at Washington are, in point of fact 


terest on the same, &c, &ce. The 
to perform all these functions. a 
The United States Bank and its branches, is- — 
sued notes of various denominations, from five 
dollars to one thousand, which were redeemable 
only at the place of issue, though receivable every 
where in payment of dues to Government. The 
Fiscal Bank is to issue notes of like denominations, 
in like manner receivable, and in like manner 
redeemable. | és" 
Payments were made by the United States 
Bank either in its own notes, or gold and silver coin, 
at the option of the public creditor, and sometimes 
in the notes of other specie paying banks, In 
like manner are payments to public creditors to 
be made by the Fiscal Bank and its agencies. 
The Fiscal Bank and its agencies are to receive 
on deposit, 09 and silver coin, in an amount not 
exceeding fifteen millions, and grant certificates 
of the same, which are to be r eemable only at 
the place of deposit. On all such deposits, a 
erie: not exceeding 4 per cent. is to be paid. 
The United States Bank had this power, but did 
not choose to exercise it. mi 
The United States Bank had unlimited 
to grant local discounts, and to deal in domestic 
oxtlgsnnes selling at the highest price it could 
t, and buying at the lowest. The powers of 
he Fiscal Bank are, in this respect, to be re- 
stricted. It is to have no power to grant local 
discounts. Any of its agencies may sell drafts 
on any other of its agencies, but the premium is 
not to exceed the cost of transporting specie from 
place to place, and in no instance to amount to 
more than two per cent. It is also to buy bills of 
exchange, (if not payable in the same State, 
or within —— miles of the place where set 
provided, if on places not more than five hundr 
miles distant, the bills of exchange are not for 
longer time than thirty days from date, and if on 
places more than five hundred miles distant, they 
are not at longer time than thirty days from sight. 
No more than 6 per cent. per annum interest, 
and the necessary cost of transporting specie, 
never exceeding two per cent., is to be paid by 
the Fiscal Bank or its agencies in purchasing any 
bills of exchange. 
No Fiseal Agency is to deal in bills of exchange, 
or receive private deposits in any State where 
such practices may be prohibited by the laws of 
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the State. Herein the powers of the Fiscal Bank 
are more circumscribed than were those of the 
United States Bank. | 3 
_ Weekly settlements are to be made with banks 
in its neighborhood, by the Fiscal Bank and each 
of its agencies. Such settlements used to be 
made by the United States Bank and its branches. 
_ All dues to the United States may be paid in 
d and silver coin, notes of the Fiscal Bank and 
ts agencies, or in notes of specie paying banks, 
immediately convertible into specie at the place 
where received. Similar to this was the practice 
under the Bank of the United States. 
The United States Bank was not required to 


is to be made the duty of the Fiscal Bank and 
each of its agencies, so to limit its issues that the 
amount of gold and silver on hand, shall, at all 
times, be equal to one-third the amount of such 
issues outstanding. In practice, this will be found 


ea. 

he United States Bank had power to issue notes 
to an unlimited amount, but for many years its 
Circulation was little more than four millions, and 
in five of its most prosperous years, it amounted 
to only sixteen millions. The Fiscal Bank is to 
have power to issue notes to the amount of fifteen 
millions. But this is only to begin with. Congress 
wl increase this amount ad libitum. 

~ United States Government stock formed ee 
of the resources of the United States Bank. ‘The 
oe kind of stock is to form part of the resources 

the Fiscal Bank. Power is to be given to the 
Bank at Washington to issue certificates of stock 
to an amount not exceeding five millions, ata 
rate not exceeding five percent. This is to be- 
gin with. At least five millions more would have 
to be issued in each year to sustain the bank in its 
operations. 

' Part of the profits of the United States Bank 
went to the United States Government, and part 
to private stockholders. All the profits of the 
Fiscal Bank, after paying the expenses of the in- 
Stitution, and reserving two million as a contin- 
3 gent fund, are to go to the U. States Government. 

*'The Fiscal Bank is to keep in.separate books 
e accounts of 





the accounts of Government, and 


_ None of the officers of the Fiscal Bank or its 
agencies, are to have any dealings with it on 
their private account. Herein they are to be de- 
prived of a power which many of the officers of 
the United States Bank exercised greatly to their 
own advantage. 

Full and exact accounts of the proceedings of 
the Fiscal Bank and its agencies are to be kept, 
and an abstract of the same is to be presented to 

Jongress at the commencement of each session, 

o did the United States Bank. } 

- Defaults on the part of officers of the United 
States Bank, were, in most cases, treated as 
mere breaches of trust. Defaults on the part of 
officers of the Fiscal Bank are to be punished 
with fine and imprisonment. 

In places where it is not deemed expedient to 
establish agencies, the Fiscal Bank is to have 
power to appoint State banks to act as its agents. 
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hand any certain amount of specie. It 


me individuals, So did the United States 


The United States Bank had the same power and 
exercised it. 

Suits were brought by the United States Bank 
in its own name. Suits are to be brought by the 
Fiscal Bank in the name of the United States. 

The United States Bank was a corporation: 
and the Fiscal Bank is to be a ation, but a 
corporation of a peculiar character. The Secre- 
tary of the Treasury and the T'reasurer of the 
United States are to be ex-officio members of the 
Board at Washington, and they can, at any time, 
be dismissed from office by the President, either 
with or without cause. t the three Commis- 
sioners, who will form the majority of the Board, 
are to have certain vested rights. Their regular 
term of office is to be for six years, subject to 
such arrangements as will cause one vacancy to 
occur in the board at the end of every two years. 
But they are not to be removed from office, ex- 
cept * for physical inability, incompetency, or 
neglect, or violation of duty.” Asthe burden of 
proof, if he should wish to remove them, would 
rest on the President, these gentlemen, if once 
snug in their offices, might consider themselves 
secure therein, however they might conduct them- 
selves. 

So also the officers of the agencies are to have 
their vested rights, but they are to last not for six 
years only, but for life. They are not to be re- 
moved, * except for physical inability, or incompe- 
Vents or neglect, or violation of duty,” and then 
the burden of proof is to rest on the Secretary of 
the Treasury. In Pennsylvania, our justices ofthe 
peace used to hold their offices nominally “ during 

behaviour.” But this was found in practice 
to be for life, and “during” even “ the worst be- 
haviour.” 

This corporation can, however, be at any time 
dissolved, the President, the House and the Sen- 
ate concurring therein: and herein it differs from 
the United States Bank, as that had a charter 
which some maintain should be regarded in the 
light of a contract. 


There are two grand objections to this scheme 
of a Fiscal Bank, or Exchequer, as it is called. 

The first is, that it is UNCONSTITUTIONAL. 

The object of the framers of the constitution 
was that ours should be a hard money government. 
This Fiscal Bank scheme will, if carried into ef- 
fect, convert the government into a paper-money 
government ; and this in face of the fact, that the 
Federal Convention, when such a proposition was 
made to it, expressly refused to give the United 
States Government the power to issue paper- 
money. 

The scheme is, moreover, unconstitutional, in- 
asmuch as it takes the money of the United States 
out of the treasury, and puts it under the control 
of a board of brokers, to be by them employed in 
fostering private speculations: an application of the 
public funds which, we will venture to say, never 
once entered into the conception of the framers of 
the constitution, 
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The second grand objection to the scheme is, 
that it is at utter variance with the best established 


principles of political economy. The true object. 


of government is simply to protect men in the en- 
joyment of their rights, Let this object be once 
attained, and individuals will do for themselves 
that which so many are looking in vain for govern- 
ment to do for them. 

As a general rule, it may be laid down, that 
while corporations conduct their affairs much 
worse than individuals, governments conduct their 
affairs much worse than corporations. If paper- 
money banking, therefore, when carried on by 
corporations, has produced great evil, much greater 
evil will it produce, if carried on by Government. 

For other, and more specific objections to the 
scheme, we refer to the remarks in our last num- 
ber on the President’s Message. Also, to the 
observations in No. 9, (pages 131, 132) soon after 
the scheme was first shadowed forth in the col- 
umns of Tue Mapisonran. Also, to the remarks 
in No. 2, (pages 21 and 22) on Mr. Ewing’s and 
Mr. Clay's fiscal bills. Asa National Bank does 
not cease to be a National Bank, because private 
individuals are not allowed to be stockholders, 
many of the objections brought against Mr. Clay’s 
and Mr. Ewing’s schemes, are equally applicable to 
the present, though this is brought forward under 
different auspices. 

In connection with this subject, some passages 
in the two vetoes of President Tyler may be read 
with advantage. The first will be found in No. 
5, of this Journal, page 66. ‘The second in No. 6, 
page 89. A bank is a bank of discount, whether 
it deals in bills of exchange only, or bills of ex- 
change and local paper also. Such bills of ex- 
change as would be presented to our Fiscal Bank, 
would, in all probability, be far more objectionable 
than most of the accommodation notes that are 
discounted by our State banks. 


THE UNITED STATES REVENUE. 


The receipts into the Treasury, during the year 
1841, according to returns for the first three quar- 
ters, and estimates for the fourth quarter, were 
$30,410,167 77. But as of thisamount #13,264,- 
354 58 consisted of borrowed money, the proper 
revenue for the year was little more than seven- 
teen millions. Of this sum, the customs yielded 
$14,847,557 44: the lands $1,454,062 06: old 
bank debts and miscellaneous, $844,183 46. 

According to the same estimates and returns, 
the expenditures in the different branches of the 
public service, civil, military and nayal, amounted, 
in the year 1841, to $26,396,994 98. From which 
it seems that the revenue proper falls short of the 
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—— in an amount exceeding nine 1 ill on 
As a redemption took place, during the year, 0 


treasury notes and other evidences of public debt, 
the nett increase of the national debt was less than — 
eight millions. But this left nothing in the Trea- 
at the end of the year. | ~ 
eh contemplated that the receipts during th 
year 1842, will amount to nineteen millions from 
the customs, and one hundred and fifty thousan¢ 
dollars from miscellaneous sources. This will be 
the whole of the proper revenue of government, 
if the proceeds o Ene pes Jands are distributed _ 
among the States. If the expenditures for the 
civil, military, and naval service, amount ly 
as much as they did last year, there must be ano- — 
ther nett addition of seven millions and a half to 


the national debt. If the customs do not amount — 
to more than they did in 1841, or, if the recommen- 
dations of some of the heads of department be ac 
on, the addition to the national debt will not 
short of fourteen millions. ae 
So we go. Bank credit is exhausted and State 
credit is exhausted. All that now remains to be 
done, is to exhaust United Statescredit = = 
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THE UNITED STATES BANK. 


The presentment made by the Grand Jury, in- 
volving accusations against Nicholas Biddle, an 
others, has, as was expected, been Lo 
me Sesh ws is alleges that the parties 

ave had a hearing by a committing magistrate 
a their case oe brought before the Grand 

ury. ; 
The matter will not drop here. It is a maxim 
of law that “there is no wrong without a reme- 
dy.” Charters have heretofore been supposed to 
aiford ample protection to bank officers whatever 
wrongs they might commit. But corporate abuses — 
have of late been so frequent, that public indigna- 
tion is aroused : and our lawyers are now exerti 
their ingenuity to discover remedies for the 
wrongs which bank creditors and stockholders 
have suffered through the misconduct of bank 
officers. 

In the present case, the Grand Jury, in another 
presentment, under date of Dec. 30th, after de- 
fending the course they had taken, proceed to 
make the following remarks. 

“This transaction has no parallel in the history 
of our country, and a failure of such magnitude 
was never before known in the world: it has in- 
jured the credit of our City and State abroad, and 
dinhobered their proud name. If the profligate 
abuse of investments is to be considered in society 
as a mere breach of trust, and the squandering of 
the funds of our public charities, left by benevolent 

rsons for the general good, cannot be protected 

y the arm of the law—if the aged are to be de- 

rived of their support, accumulated by years of 
industry,—the widow to be impoverished and the 
orphan to be left destitute—the sooner the com- 
munity is convinced of it the better. 

“ The excitement of the public mind, in conse- 
quence of these repeated abuses, and the doubtful 
management of other institutions, call for prompt 
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and decisive action by our courts of justice to 
bri persons, if guilty, to punishment.” 

_ Several of the politicians who were in debt to 
the United States Bank, have, it is said, made 
settlements: in what manner is not stated. 

__ Mr, John M. Riddle, one of the persons sued by 
the Bank, has made an affidavit, in which he de- 
clares that “he never endorsed either of the in- 
‘struments, on which this suit is brought, and that 
‘no other prem or persons by his authority, or 
with his knowledge and consent, endorsed the 
same for him; and he had no knowledge of the 
existence of said notes, or any of them, till he 
received notice of their protest.” 

The notes are three in number, and for sums 
amounting in all to $100,717; two of them pur- 
porting to be drawn by Cheyney Hickman, and 
one by C. Hickman & 

This Mr. Hickman was a Government Director 
of the Bank; and one who, after the charter 
granted to it by the United States had expired, 
Was retained in his position of Director through 
the influence of Mr. Biddle. Some time since 
found it convenient to migrate to South America. 

It is believed that many more of the notes in 
the possession of the Bank, will, on examination, 

_ be found to be forgeries. 

Suits have been brought by the holders of the 
United States Bank post notes, inst Mr. 
Samuel Mason and Mr. George W. Fairman, to 
whose order the said notes are payable, and by 
whom er have been sedeaeie They were 
clerks in the bank, and they have put in affidavits 
stating that these endorsements were mere cleri- 
cal acts, and not designed to create any contracts 
between them and any other persons, and that it 
was so understood by the community generally. 
—The cases will be brought before a jury. 

The annual meeting of the stockholders was 
held Jan. 3d. The meeting was rather boister- 
ous. The “regular” ticket for directors, suc- 

_ ceeded in opposition to the “ Biddle” ticket; and 
a resolution was passed to set aside the Jast two 
‘assignments made by the Bank. This resolution 
is subject to the action of another meeting to be 
held in February next. 





VIRGINIA. 


Soon after the Legislature assembled, Mr. Scott 
-of Fauquier, brought forward a resolution to re- 
lieve the banks from the liability to pay 12 per 
cent. on all notes dishonored by them after the first 
of January, 1842. At e House, by a ma- 
jority of five votes, rejected Mr. Scott’s resolution. 

t, the result shows that time only was wanting 
for bank influence to have its usual effect. In a 
few days afterwards, an act was passed exactly 
according to Mr. Scott’s liking. It extends the 
ere the banks enjoy under the suspension 
act, till the Ist of April next ; and before that time 
arrives, another act granting a further extension, 
probably will be passed. 


INDIANA. 


The Legislature of Indiana has passed a stop 
law, and has under consideration, a relief law, or 
law to prevent property being sold for less than a 
certain portion of its appraised value. 
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INCIDENTS. 


The Rochester (N. Y.) Democrat mentions the 
failure of a firm in that city for $150,000. The 
failures in that section have within a few weeks 
amounted, it is said, to upwards of $500,000. They 
are easily acecounted for. When news arrived of 
a probable failure of the crops in England, the banks 
in Rochester advanced large sums in their notes 
to the millers. This raised the price of grain, 
and consequently of flour so high, that it could not 
be exported at a profit. Flour has since fallen. 
Many of the millers are ruined, and it will be well 
if they do not carry some of the Rochester banks 
down with them. 

A large flour house at Baltimore has stopped 
payment. Debts estimated at $45,000. Property 
at $150,000. 

At Buffalo there are said to have been several 
failures, 

The house of McAllister & Stebbins, large 
stockbrokers at New-York, has failed. They 
loaned the Fund Commissioners of Illinois $333,- 
000, on a pledge of $834,000, 6 per cent. stock 
of that State, The stock was then held in the 
market at 55, and it was pledged to McA, & S. at 
40. In the mean time, the stock has fallen to less 
than 20; and McA. & S., who had obtained the 
means of lending to the State by borrowing from 
others, are ruined. Mr. Stebbins, in declaring 
to the New-York board of brokers his inability to 
comply with his en ments, stated that the Fund 
Commissioners had used their utmost exertions, 
and been unable to raise $5,000 on the faith of the 
State of Illinois. 

The Lehigh Coal & Navigation Company, not 
having been able to borrow enough money on 
mortgage to repair the damage done to their canal 
by the freshet in January last, have solicited the 
loan holders to forego the receipt of their interest 
for the year 1842. 





BANK DEFAULTS. 


The cashier of the Penn Township Bank, Phila 
delphia County, has suddenly resigned his situa- 
tion. His reasons for the course are clouded with 
mystery: but the stock of the bank has since fallen 
many per cent. 





THE FOREIGN NEWS. 


Great distress prevails in England, and “ bread 
or blood” is said to be the awful inscription of 
some of the banners displayed in the provincial 
towns. 

Many failures have taken place on the Conti- 
nent. At Moscow it is said two hundred and fifty, 
and at Petersburg, nearly as many. Russia, our 
readers will recollect, is a paper money country. 
One silver ruble is there worth as much as 34 pa- 
per rubles. 
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216 PRICES OF BANK NOTES AND SPECIE. 


J lst, 1842. 
Saturday, January Ay 


BANKS OF AT NEW YOR 
BROIGG 3 ken) wee wdwe bealeaccd —a + dis. 
New Hampshire... ++++++s+-00+ — a ¢ dis. 
WRG. wo wtha ceed be cebdshcce —a dis. 
CB a ccctvdsccssesas —~¢ dis. 
Rhode Island. ....+.ececessse06 — @ dis. 
Connecticut... s..sceeceeecvess i a dis. 
New York City eee ee ee Sta rd. 
New, York State ......+6++-4.5/—@l_ dis, 
Petree Pao eat oA tesa 9 1 
est Jersey ee ee ee —at dis. 
Philadelphia .........cesceees a 
Pennsylvani ee —a@a 18, 
= Wet eeeeee —a 6 dis. 
Delawate ........secceeveeeeee| @ @ 6 dis, 
| er ee 4 asi 18, 
UEMURINE S's od.00 clg'tc beat Veecene —as 18s. 
District of Columbia eteerteere — a5 dis. 
WANOAMER cicaccncecvccesndsocccee — a7 dis. 
“ West ee ee ween ee ee eee — a—dis. 
North Caroling... +-+++s+s00++.)— a5 dis. 
South Carolina.......sec.eee0 
Georgians... sci sicccsccssccesess|— @ 10dis, 












Alabama See eee ee eee — aldis. 8 a — dis 
POPE Ua vobonscacsice cern — a0 dis. 5 a — dis 
BUNSMORI PTE S is SOF a 0s ka ee ti coin —a— dis. 20 a 20 dis. 
TNE. shoe hia css tcdevocedion ie Ale. wa 15 dis. 
TR CUOUED oni 600 olan t's dc dou * 9 a 10 dis. 7a — dis 
Missouri OPS COCSO COC ED Ce ee Seuge 7 dis. 
linois See eee eee eee eee 2w& 15 a dis. — ¢@ 8 dis. 
NGIRNAs oats sccsccvorepevccces — a 15 dis. — a 10 dis, 
Ohio seeeee OCR eee eee eee eee a 15 dis. 5 a 15 dis. 
Michigan Tee eee eee ee eee eee ewe as a — dis. 10 a 15 dis. 
American Gold, (new coinage). Par a —p. | 5 to 6} 
Sovere ns er ue renee) 4.85 a— 505 0512. 
Heavy uineas ee ee 5.00 a 5.05 5.25 a — 
Spanish Doubloons. ee eee eee eee 16.25 a 16.50 16.80 a 17.00 
Patriot Doubloons............+| 15.80 a 16.00 [1640 a 16.60 
Spanish Dollars.............. -| 3 a5 pr. 8 a 10 pr. 
exican Dollars .......+++0+-6| 2a pr. 6 to7 pr. 
Five Franc Pieces.............|93, @ 94 cents 98 a 1. 
Half Dollars .......: ro bap eugas Par. 5} to 6} pr. 
BILLS OF EXCHANGE ON 
EOndon .sccsen ces Payee e coset 8} a9 pr. | 14} a 15} pr. 
France eeeeee SCC eee ese ee eees . 5.30 a 5.27} 5.00 a —— 
Holland See ere ee eee steer Sis 42 a — 
Hamburg eee eeeee e*. . . 35 a 35} 38 ao-_ 
Bremen ........ eee seteee 77 a 77} 82 ao-_ 
Boston...... sae heed wxeupsbacas Par, 6 a6} pr 
BOOW TORE 6 cdc cnccuie deus tae ee 6 a6} pr 
Philadelphia ...c.ceqeesveceess a. 6} dis. 
Baltimore......s.esccevcseeses| 38a 4 dis. 1} @ 1} pr. 
Richmond “ee ween eee eee ee ee eee 6h 4 6} dis a — dis. 
North Carolina...........e000 5 a 5 dis. 
Charleston ee Fee Pe ee eee ee he eee lia 1} dis 3 @a— pr. 
Bavannah...eeessesceevevesees| 3 @ 3) dis, Par. 
AUZUSA . cee cccceeececeenscee| 4 @ Ab dis. 
Columbuasicssc.ccccccccccceccee{ 43 a4 dis. 
MACOD si. cecceccvcvcccsssctcccltd @14 dis. 
Mobiles eeeeee ee ee eee eee ee ee ewes 144415 dis. 11 a — dis, 
New Orleans........ vesesoves -| 8ba@ SBhdis.| 5 a — dis 
WURSOMEE, Suc ck Scbc cc as suehtwiss 25 ad dis. |25 a — dis 
LL POL PEO PP 14 a 15 dis.| &ha — dis 
CEPI A vba sens baae cineatk 13 414 dis. 
REEMENVESEDYs chetodevicasaxstte. 11 a12 dis.| 6 a — dis 
Crmernmath. side. cidetecdcecenn 13 ald dis.| 9 a — dis 
PRNOUGWON nk Wi 2390s ihecwinccak 9 210 dis. 
PRICES OF PRODUCE. 
Cotton, New Orleans, per lb....| 7h a@ 1 9} @ 11} 
ORG Faawesseive teks «| 7} a 10% 3 a 11} 
Uplands. sgccencsisnce, 7 a 9 all 
Flour, Western Canal, per bbl.| 5.874 a 6.12} 
Philadelphia............ — a—/|6.12}a 6.25 
ye PM A 5 UW'S bw soln o's 3.75 44.00 | 4.25 a 4.37} 
, Indian Meal ........... 3.00 a@ 3.124) 2.87, a —— 
Grain—Wheat, per bush....... a— j}125 a 1.30 
I oe % «— 75 a 8&0 
Corn ee 62) 4 68 40 a 57 
SB e rn dedae et cursus a 50 41 a4 
Tron, Amer., Pig, No. 1, per ton|30.00 a 35 — a 32.00 
Bar rolled....... *|85.00 a@ 87.50) 75.00 a 82.50 
Lead, Pig, per Ib.........00000: 4a 4} 43a — 
Tobacco, Richmond, per Ib..... 4 a8 5 al 
North Carolina ...... 4a 6 
Kentucky....2.:..... 5 a9 4 a 8} 
Wool, American, Merino, perlb.| 34 @ 36 39 a 41 
3 mmon ..... 18 222 32 a 34 
Whiskey, Rye. per gal......... 18} a 21 194 a 21 
Provisions, Mess Beef, per bbl..| 7.50 @ 8.25) 8.504 9.00 
Mess Pork, per bbl.| 9.00 @ 10.25] 8.004 8.95 
Hams, per lb....... — aQ 5 a7 
Lard, per lb........ 5ha 8 64a8 
Cheese, per Ib. ..... 64 a 7} 7iaB 
Rice, per Ib......... 2} a 3} 3ha4 


| we Oo Or Or Cr Or Cr Gr 


—a3 & 4} dis. —_ a 


dis. 
2 dis. 


|| Which resolutions have been passed, wees in 


| Pennsylvania Fives .... 


THE STOCK MARKET. ; 
Arkansas stock has been sold at New York as 13 
for 100 paid. Illinois six per cents. have im for less 


than 17; and Indiana five per cents. equally low. 

Throughout the States there appears to be a disposition 
openly to repudiate al) those State bonds which have been 
fraudulently negotiated ; and the effect of this is to cast dis- 
credit on the state securities generally, Till the 
investigations shall have been made, it is impossi 
the extent of the frauds that have been committe 
commissioners, in collusion with banks and brokers. 

Nor is this all. A meeting has been held in this city, in 
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much as the Constitution of Pennsylvania = 
lature no power to incur debts, the people are u no 
obligation to pay them. How far this bata may 
we know not; but a formal repudiation of ti of 
some of the States would seem, under present mstances, 
to be little more than an idle ceremony. ay 
We not long since met with the remark in a Eu ea 
paper, that when capitalists cease to lend, governments cea 
to pay interest. 8 is true even as weeenes England. 
the capitalists of Great Britain should cease for a single 
year, nay even for six months, to make loans on 
chequer bills, the government of Great Britain would be as 
unable as the states of Indiana and Illinois to pay interest 
on its funded debt. As long as and domestic 
talists were willing to advance to the states such sums 
annually as exceeded the interest on the state debts, the 
interest was paid punctually. They now refuse to make 
any further advances, and the ability of the states to pay 
interest ceases accordingly. 
The interest due on the Maryland debt on the Ist of 
January was not paid. That due by Pennsylvania on 
Ist of February may be paid in part, or in full; but it is 
the opinion o many of our most intelligent , that 
the payment of the interest due in August, 1842, and Feb- 
ruary, 1843, will be ‘poned. 
The following table shows the decline which has ta 
_— in the price of various securities, at New York 
hiladelphia, in the short space of one year, 
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New York. Jan.1,1841. Jan. 1, 1842. 
SIQODG ME ROB~ 05. ¢ wenisetncaanaeane 76 esesesss Wha QI 
Indiana sterling bonds............ 75 a 8 .... 2 a 2h 
Virginia sixes ....... trae neseee ++ 90 ...e+e.- DO price. 
Maryland sterling bonds .......... 87 secesees no price. 
Vicksburg Rail Road........... e+ 10h sseseeee Ip a QB 
Haerlem Rail Road ........ 4iu pane BB ese ssese 102 @ 10 
Stonington Rail Road............ » Wh «--eeee IS a DS 

City Banks, 
Manhattan Bank...+.scseesseeees 96 bes 59 a 60 
Merchants Bank ....... cusaas’ bie BEL. csesaes 
Mechanic’s Bank... ........0.05 +» 103 .....+. 67 a2 OD 
Bank of America .......0siececss TID escsces, OE 
La Fayette Bank......sse.sces00+ OA ssceees 5h asked. 

Free Banks. 

Bank of Commerce........ seveees 10D ..reees BB 
North Amer. Trust and Bank. Co.. 293 ....... la 
Mechanic's Banking Association.. 84) ....... 48 @ 50 
American Exchange Bank........ DSd a cccvass 59 
PHILADELPHIA. Prices 1841. 1842. Capital. i ae 
U. States Bank........ 65 4 $35,000,000 $21,250,000 
North America ........ 400 160 1,000,000 600,000 
Pennsylvania.......... 412 150 2,500,000 1,637,500 
Philadelphia .......... 100 46 2,000,000 —_1'080'000- 
Farmers and Mechanics 55 29 1,250,000 725,000 

mercial..... beeeiey 544 «635 ~——s«1,000,000 320,000 
Northern Liberties..... 42 25 500,000 170,000 
Mechanics’ .........+.. 35 17 1,400,000 720.000 
Southwark ...... vossee SA 48 250,000 30,000 
Kensington............ 45 30 250,000 75,000 
Penn Township........ 52 30 250,000 120,000 
GUO os. o5n enn 5k ace - 36 32 5,000,000 2,400,000 
WOBURTR eo sehniccavassies 3 8696 500,000 130,000 
Manufacturers & Mech, 45 Q1 600,000 288,000 
Moyamensing.......... 4.6 88 250,000 60,000 
Schuylkill Navigation... 79 40 

Do. Loans, fs..... 100 80 $29,765,000 
Lehigh Navigation..... 39 10 

Do. Loans, 5s ...... & 40 
Camden & Am. R.R...105 3975 
Do. Loans .......... 93 77 
Phil. & Trenton R. RK... 100 50 bid. 
Phil. Wil. & Balt. R.R.. 44 21 
Loans, 1842, ....0+00. 93 78 
Loans, 1844, ......6.. 92 62 bid. 
Philadelphia Gas Co.... 112 104 bid. 
County Fives .......... 93 80 
| County Sixes ......:... 104 100 
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\(> The History of Provincial Paper Money, which was 


| begun in our last number, is continued on the next page. 











OF PAPER MONEY AND BANKING. 


To defray the expenses of an expedition 
against the Tuscaroras, and to accommodate 
domestic trade, the Legislature of South 
Carolina established a public bank in 1712, 
and issued forty-eight thousand pounds in bills 


Of credit, called bank bills, to be lent out on > 


interest on landed and personal security, and 
to be sunk gradually at the rate of four thou- 
sand pounds a year. Soon after the emis- 
sion of these bank bills, the rate of ex- 
change and the price of produce rose, ad- 
vancing in the first year, to one hundred 
and fifty, and in the second to two hundred 
per cent.* By the year 1731, the rate of 
exchange rose to seven hundred, at which, 
says Holmes, ‘it continued with little va- 
riation for upwards of forty years.” 

In the year 1723, ‘‘ the province of Penn- 
sylvania made its first experiment of a paper 
eurrency. It issued, in March, fifteen thou- 
sand pounds, on such terms as appeared 
likely to be effectual to keep up the credit 
of the bills. It made no loans, but on land 
security, or plate deposited in the loan office: 
obliged the borrowers to pay five per cent. 
for the sums they took up; made its bills 
a tender in all payments, on pain of confis- 
eating the debt, or forfeiting the commodity; 
imposed sufficient penalties on all persons, 
who presumed to make any bargain or sale 
on cheaper terms in case of being paid in 
gold or silver; and provided for the gradual 
reduction of the bills, by enacting that one- 
eighth of the principal, as well as the whole 
interest, should be annually paid.’’t 

Governor Pownall, in his work on the 

administration of the colonies, bestows high 
praise on the paper system of Pennsylvania. 
**T will venture to say,’’ he declares, ‘ that 
there never was a wiser or a better mea- 
sure, never one better calculated to serve 
the interests of an increasing country; that 
there never was a measure more steadily 
_aigan or more faithfully executed, for 
orty years together, than the loan office in 
Pennsylvania, founded and administered by 
the assembly of that province.”” Dr. Frank- 
lin also bestowed high commendation on the 
system. And Adam Smith, apparently 
gene by Governor Pownall and Dr. Frank- 
in, says, ‘* Pennsylvania was always more 
moderate in its emission of paper-money 
than any of our other colonies. Its paper 
currency accordingly is said never to have 
sunk below the value of the gold and silver 
which was current in the colony before the 
first emission of its paper-money,”’ 


* Holmes, Vol. II, p. 82. 
Q* 


tIb., Vol. If, p. 110, 
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All things go by comparison. The credit 
bills of Pennsylvania were so much better 
than those of the other governments, that 
there was a demand for them throughout 
the country as bills of exchange: but it is 
not a fact that they never sunk below the 
value of the gold and silver which was 
current in the colony before the first emis- 
sion of its paper. The following table, 
taken from an official document to be found 
in Proud’s History of Pennsylvania, shows 
that the paper was never at a less discount 
than eleven per cent., if gold be taken as the 
standard—or seven per cent., if silver be the 
standard. 
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We have no account of the bullion mar- 
ket in provincial Pennsylvania, subsequent 
to the year 1738, but this table shows that 
those who represented to Adam Smith that 
the paper of the colony suffered no depre- 
ciation, were misled by making neither gold 
nor silver the standard, but by making the 
paper the standard of itself. As the Penn- 
sylvania pound current never changed its 
name, they thought it never changed its 
value.t 

The following table shows the rate of 
exchange of the currencies of the different 
colonies, for £100 sterling, at two different 
periods.§ 


t It is curious to observe the similarity of the reasoning of 
the supporters of this paper-money with that of the anti- 
bullionists of a subsequent period. A merchant of Boston, 
writing to his friend in England, in 1740, uses the following 
language : 


“ Upon the continuance of a favorable turn in the trading 
circumstances of the province of New-England, the govern- 
ment might stop at any rate which silver should fall to, and 
make that rate the fixed silver pound, and make it a lawful 
tender; and common consent or acceptance of the people 
would complete the scheme of silver money. And thus the 
pound sterling is fixed in England at three ounces seventeen 
pennyweights and two grains of silver, of a certain fineness, 
or silver at five shillings and two pence per ounce. 


‘But if that kingdom were under our unhappy cireum- 
stances, as not having a sufficiency in value in silver and all 
other exports to discharge the whole demand of their im- 
ports: it would then be next to a miracle if silver did not rise 
to above five shillings and two pence per ounce in the mar- 
ket, in proportion to the balance of debt against them; and 
their trading circumstances continue to decline, as ours have; 
their silver would be brought to twenty-seven shillings per 
ounce, as ours is, and the current money of Great Britain be 
at the rate of twenty shillings per ounce, whatever the law- 
ful money might be.” —Anderson, vol. III, p. 498. 


Here we have the doctrine clearly stated that when paper 
is at a discount, it is not paper that has fallen, but silver that 
has risen ; and the English anti-bullionists are thus deprived 
of all claim to originality in error. All the arguments they 
used during the suspension of specie payments, were mere 
plagiarisms from the Boston merchant. 


§ The items in the first column are from Anderson: those 
in the second from Dr. Douglass. 
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The government of Virginia appears not 
to have issued any paper-money previous to 
the revolutionary war. 

In respect to the paper-money of the colo- 
nies generally, we may say, in the language 
of Adam Smith, “ allowing the colony secu- 
rity to be perfectly good, a hundred pounds 
payable fifteen years hence, in a country 
where interest is at six per cent., is worth 
little more than forty pounds ready money. 
To oblige a creditor, therefore, to accept of 
this as a full payment of a debt of a hundred 
pounds actually paid down in ready money, 
was an act of such violent injustice as has 
scarce, perhaps, been attempted by the go- 
vernment of any other country which pre- 
tended to be free. It bears the evident marks 
of having originally been, what the honest 
and downright Dr. Douglass assures us it 
was, a scheme of fraudulent debtors to cheat 
their creditors. The government of Penn- 
sylvania, indeed, pretended, upon their first 
emission of paper-money, to render their pa- 
per of equal value with gold and silver, by 
enacting penalties against all those who made 
any difference in the price of their goods 
when they sold them for colony paper, and 
when they sold them for gold and silver; a 
regulation equally tyrannical, but much less 
effectual than that which it was meant to sup- 
port. A positive law may render a shilling 
a legal tender for a guinea, because it may 
direct the courts of justice to discharge the 
debtor who has made that tender. But no 
positive law can oblige a person who sells 
goods, and who is at liberty to sell or not to 
sell as he pleases, to accept of a shilling as 
equivalent to a guinea in the price of them. 

Dr. Hugh Williamson, the historian of 
North Carolina, is not less emphatic than 
Adam Smith, in denouncing the system. 

“Of all the varieties of fraud,’’ he says, 
‘‘which have been practised by men who 
call themselves honest, and wish to preserve 
a decent appearance, none have been more 
frequent in legislative bodies than the at- 
tempts to pass money for more than its pro- 
pervalue. There are men who conceive that 
crimes lose their stain, when the offenders 
are numerous: that in the character of legis- 
lators they cannot be rogues: ‘ defendit nu- 
merus.” There are men who would be 
ashamed to acquire five shillings by stealing, 


dollars : while the men who banished them 
would contend for paying a debt of seven 
pounds with the value of twenty shillings: 
the moral sense is depraved by tender laws, 
or laws that enable the debtor to defraud his 
creditor, by offering him a fictitious payment. 
By such laws the mind is alienated from the 
love of justice, and is prepared for any spe- 
cies of chicane and fraud.” 

Hutchinson, the historian of Massachu- 
setts, has preserved many curious particulars 
of the introduction of paper-money into this 
country, and of its operation on society. Af- 
ter relating the unsuccessful expedition of the 
Massachusetts troops against Quebec in 1690, 
he proceeds as follows with his narrative. 

‘* The government was utterly unprepared 
for the return of the forces. They seent to 
have presumed, not only upon success, but 
upon the enemy’s treasure to bear the charge 
of the expedition. ‘The soldiers were upow 
the point of mutiny for want of their wages, 
It was utterly impracticable to raise in a few 
days such a sum as would be necessary. An 
act was passed for levying the sum, but the 
men would not stay until it should be 
brought into the treasury. The extreme dif- 
ficulty to which the government was thus re- 
duced, was the occasion of the first bills of 
credit ever issued in the colonies, as a substi- 
tute in the place of money. ‘The debt was 
paid by paper notes from two shillings to ten 
pounds denomination, which notes were to be 
received for payment of the tax which was to 
be levied, and all other payments in the trea- 
sury. This was a new expedient. They 
had better credit than King James’ leather- 
money in Ireland, aboutthe same time. But 
the notes would not command money, nor 
any commodities at money price. Sir Wil- 
liam Phipps, it is said, exchanged a large sum 
at par in order to give them credit. ‘The 
soldiers in general were great sufferers, and 
could get no more than twelve or fourteen 
shillings in the pound. As the time of pay- 
ment of the tax approached, the credit of the 
notes was raised, and the government allow- 
ing five per cent. to those who paid their 
taxes in notes, they became better than mo- 
ney. ‘This was gain to the possessor, but it 


did not restore to the poor soldier what he | 


had lost by the discount. 
‘‘ The government, encouraged by the res- 
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toration of credit to their bills, afterwards 
issued others for charges of government.— 
They obtained good credit at the time of their 
being issued. The charges of government 
were paid in this manner from year to year. 
Whilst the sum was -small, silver continued 
the measure, and bills continued their value. 
When the charges of government increased, 
after the second expedition to Canada in 1711, 
the bills likewise increased, and in the same 
or greater proportion, the silver and gold were 
sent out of the country. ‘There being a cry 
of scarcity of money in 1714, the government 
caused £50,000 to be issued, and in 1716, 
£100,000, and lent it to the inhabitants, to be 
paid in at a certain period, and in the mean 
time to pass as money. Lands were mort- 
gaged forsecurity. As soon as the silver and 
gold were gone, and the bills were the sole 
instrument of commerce, pounds, shillings, 
and pence, were altogether ideal, for no pos- 
sible reason could be assigned why a bill of 
twenty shillings should bear a certain propor- 
tion to any one quantity of silver more than 
another. Sums in bills were drawing into 
the treasury from time to time, by the taxes 
or payment of the loans: but then other sums 
were continually issuing out, and all the bills 
were paid and received without any distinc- 
tion, either in public or private payments, so 
that, for near forty years together, the cur- 
rency was in much the same state as if an 
hundred thousand pounds sterling had been 
stamped on pieces of leather, or paper, of 
various denominations, and declared to be the 
money of the government, without any other 
sanction than this, that when there should be 
taxes to pay, the treasury would receive this 
sort of money, and that every creditor should 
be obliged to receive it from his debtor. Can 
it be supposed that such a medium could re- 
tain its value? In 1702, 6s. 8d. was equal 
to an ounce of silver. In 1749, 50s. was 
judged equal to an ounce of silver. I saw a 
five shilling bill, which had been issued in 
1690, and was remaining in 1749, and was 
then equal to eight pence only in the lawful 
money, and so retained but one-eighth of its 
original value. Such was the delusion, that 
not only the bills of the Massachusetts go- 
vernment passed as money, but they received 
the bills of the governments of Connecticut, 
New-Hampshire, and Rhode Island also as 
a currency. The Massachusetts bills passed 
also in those governments.’’* 

By the year 1713, ‘*silver and gold was 


* Hutchinson's History of Massachusetts, vol. I, p. 492, 3.— 
Londou edition, 1765. 
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entirely banished. Of two instruments, one 
in use in a particular State only, the other 
with the whole commercial world, it is easy 
to determine which must leave the particular 
State and which remain. The currency of 
silver and gold entirely ceasing, the price of 
every thing bought or sold was no longer 
compared therewith, but with paper bills, or 
rather with mere ideal pounds, shillings, and 
pence. ‘The rise of exchange with England 
and all other countries was not attributed to 
the true cause, the want of a fixed staple me- 
dium, but to the general bad state of the trade. 
Three parties were formed, one very small, 
which was for drawing in the paper bills and 
depending upon a silver and gold currency. 
Mr. Hutchinson, one of the members for 
Boston, was among the most active of this 
party. He was an enemy all his life to a 
depreciating currency, upon a principle very 
ancient, but too seldom practised upon, nil 
utile quod non honestum.t 

‘*Another party was very numerous.— 
These had projected a private bank, or rather 
had taken up a project published in London 
in the year 1684: but this not being generally 
known in America, a merchant in Boston was 
the reputed father of it. ‘There was nothing 
more in it than issuing bills of credit, which 
all the members of the company promised to 
receive as money, but at no certain value 
compared with silver and gold: and real es- 
tates, to a sufficient value, were to be bound 
as a security that the company should per- 
form their engagements. They were solicit- 
ing the sanction of the general court and an 
act of government to incorporate them. ‘This 
party generally consisted of persons in diffi- 
cult or involved circumstances in trade, or 
such as were possessed of real estates, but 
had little or no ready money at command, or 


_men of no substance at all: and we may well 


enough suppose the party to be very numer- 
ous. Some, no doubt, joined them from mis- 
taken principles ; and an apprehension that it 
was a scheme beneficial: to the public, and 
some for party sake and popular applause. 
**A third party, though very opposite to 
the private bank, yet were no enemies to 
bills of credit. ‘They were in favor of a loan 
of bills from the government to any of the 
inhabitants who would mortgage their estates 
as a security for the repayment of the bills, 
with interest, in a term of years, the interest 
to be paid annually, and applied to the sup- 
port of government. ‘This was an easy way 
of paying public charges, which, no doubt, 


t Nothing which is not honest is useful. ~ 
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they wondered that in so many ages the wis- 
dom of other governments had never disco- 
vered. 

‘* The controversy had a universal spread, 
and divided towns, parishes, and particular 
families. At length, after a long struggle, the 
_ party for the public bank prevailed in the 

_ general court for a loan of fifty thousand 
pounds in bills of credit, which were put in 
the hands of trustees, and lent for five years 
only, to any of the inhabitants, at five per 
cent. interest, one-fifth part of the principal to 
be paid annually. This lessened the num- 
ber of the party for the private bank, but it 
increased the zeal and raised a strong resent- 
ment in those that remained.’’* 

Under this system the trade of the pro- 
vince deelined, and in the year 1720, there 
was ageneral cry for wantofmoney. ‘* The 
bills of eredit, which were the only money, 
were daily depreciating. ‘The depreciation 
was grievous to all creditors, but particularly 
distressing to the clergy and other salary men, 
to widows and orphans whose estates con- 
sisted of money at interest, perhaps just 
enough to support them, and being reduced 
to one-half the former value, they found 
themselves on a sudden in a state of poverty 
and want. Executors and administrators, 
and all who were possessed of the effects of 
others in trust, had a strong temptation to re- 
tain them. The influence a bad currency 
has upon the morals of the people, is greater 
than is generally imagined. Numbers of 
schemes, for private and public emissions of 
bills, were proposed as remedies; the only 
effectual one, the utter abolition of the bills, 
was omitted.’’t 

In 1721, the governor recommended mea- 
sures for preventing the depreciation of the 
currency; and the assembly gave him for an- 
swer, that they ‘ had passed a bill for issuing 
one hundred thousand pounds more in bills 
of credit.” This alone, as Hutchinson justly 
observes, *‘ had a direct tendency to increase 
the mischief: but they added that ‘ to prevent 
their depreciation, they had prohibited the 
buying, selling and bartering silver, at any 
higher rates than set by acts of parliament.’ 
This certainly could have no tendency to 
lessen it. Such an act can no more be exe- 
cuted than an act to stop the ebbing and flow 
of the sea.’’t 

‘*In 1733, there was a general complaint 
throughout the four governments of New- 
England of the unusual scarcity of money. 


Y ee vol. IT, pp. 206, 7,8 and 9.—Boston Edition 
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There was as large a sum current in bills of 
credit as ever, but the bills having depreci- 
ated, they answered the purposes of money 
so much less in proportion. The Massa~ 
chusetts and New-Hampshire governments 
were clogged with royal instructions. It 
was owing to them that those governments 
had not issued bills to as great an amount 
as Rhode Island. Connecticut, although un- 
der no restraint, yet consisting of more hus- 
bandmen and fewer traders than the rest, did 
not so much feel the want of money. ‘The 


Massachusetts people were dissatisfied that 


Rhode Island should send their bills among 
them and take away their substance and em- 
ploy it in trade, and many persons wished to 
see the bills of each government current within 
the limits of such government only. In the 
midst of this discontent, Rhode Island passed 
an act for issuing £100,000 upon loan, for, I 
think, twenty years, to their own inhabitants, 
who would immediately have it in their power 
to add £100,000 to their trading stock, from 
the horses, sheep, lumber, fish, &c., of the 
Massachusetts inhabitants. ‘The merchants 
of Boston, therefore, confederated and mutu- 
ally promised and engaged not to receive any 
bills of this new emission: but to provide a 
currency, a large number formed themselves 
into a company, entered into covenants, chose 
directors, &c., and issued £100,000, re- 
deemable in ten years; in silver at 19s. per 
ounce, the then current rate, or gold in pro- 
portion, a tenth part annually. About the 
same time the Massachusetts treasury, which 
had been long shut, was opened, and the debts 
of two or three. years were all paid at one 
time in bills of credit ; to this was added the 
ordinary emission of bills from New-Hamp- 
shire and Connecticut ; and some of the Bos- 
ton merchants, tempted by an opportunity of 
selling their English goods, having broke 
through their engagements and received 
Rhode Island bills, all the rest soon followed 
the example. All these emissions made a 
flood of money—silver rose from 19s. to 27s. 
the ounce, and exchange with all other coun- 
tries consequently rose also, and every credi- 
tor was defrauded of about one third of his 
just dues. As soon as silver rose to 27s., 
the notes issued by the merchants at 19s. 
were hoarded up and no longer answered the 
purposes of money. Although the currency 
was lessened by taking away the notes, yet 
what remained never increased in value, sil- 
ver continuing several years about the same 
rate, until it took another large jump. ‘Thus 
very great injustice was caused by this 
wretched paper currency, and no relief of any 
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Sort obtained ; for by this sinking in value, 

though the nominal sum was higher than it 

-had ever been before, yet the currency would 

ce no more sterling money than it would 

have done before the late emissions were 
made.”’* 

Towards the close of the year 1738, a 
great clamor arose against the governor for 
adhering to his instructions about paper-mo- 
ney, and an agent was appointed at the ex- 
pense of the colony, to procure, if possible, 
a relaxation of the instructions. A petition 
was presented by him from the House to his 
Majesty in Council, but it had no effect. 

**A general dread of drawing in all the pa- 
per-money without the substitution of any 
other instrument of trade in the place of it, 
disposed a great part of the province to favor 
the land bank, or manufactory scheme, which 
was begun, or rather revived in this year, 
1739, and produced such great and lasting 
mischiefs, that a particular relation of the 
rise, progress, and overthrow of it, may be 
of use to prevent any attempts of the like 
nature in future ages. By a strange conduct 
in the general court, they had been issuing 
bills of credit for eight or ten years annually, 
for charges of government, and being willing 
to ease each present year, they had put off 
the redemption of the bills as far as they 
could, but the governor being restrained by 
his instructions from going beyond the year 
1740, that year was unreasonably loaded with 
thirty or forty thousand pounds sterling taxes, 
which, according to the general opinions of 
the people, it was impossible to levy. Royal 
instructions were no bar to the proceedings 
of private persons. The project of a bank 
in the year 1714 was revived. ‘The projec- 


_ tor of that bank now put himself at the head 


of seven or eight hundred persons, some few 
of rank and good estate, but generally of low 
condition among the plebeians, and of small 
estate, and many of them perhaps insolvent. 
This notable company were to give credit to 
£150,000 lawful money, to he issued in bills, 
each person being to mortgage a real estate in 
proportion to the sum he subscribed and took 
out, or to give bond with two sureties, but 
personal security was not to be taken for more 
than £100 from any qne person. Ten direc- 
tors and a treasurer were to. be chosen by the 
ae? Every subscriber or partner was 
to pay three per cent. interest for the sum 
taken out, and five per cent. of the principal, 
and he that did not pay bills might pay the 
produce and manufactures of the province 


* Hutchinson, vol. II, pp. 380, J. 
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at such rates as the directors from time to 
time should set, and they should commonly 
pass in lawful money. ‘The pretence was, 
that by thus furnishing a medium and instru- 
ment of trade, not only the inhabitants in gene- 
ral would be better able to procure the province 
bills of credit, but trade, foreign and inland, 
would revive and flourish. The fate of the 
project was thought to depend on the opinion 
the general court should form of it. It was 
necessary therefore to have a House of Rep- 
resentatives welldisposed. Besides the eight 
hundred persons, subscribers, the needy part 
of the province in general favored the scheme. 
One of their votes will go as far in popular 
elections as one of the most opulent. The 
former are most numerous; and it appeared 
that by far the majority of representatives for 
1740, were subscribers to or favorers of the 
scheme, and they have ever since been dis- 
tinguished by the name of the Land Bank 
House. | 
‘*Men of estates and the principal mer- 
chants in the province abhorred the project 
and refused to receive the bills, but great 
numbers of shopkeepers who had lived for 
a long time before upon the fraud of a depre- 
ciating currency, and many small traders, 
gave credit to the bills. ‘The directors, it 
was said, by a vote of the company, became 
traders, and issued just what bills they thought 
proper without any fund or security for their 
ever being redeemed. ‘They purchased every 
sort of commodity, ever so much a drug, for 
the sake of pushing off their bills, and by 
one means or other a large sum, say perhaps 
fifty or sixty thousand pounds, was abroad. 
To lessen the temptation to receive the bills, 
a company of merchants agreed to issue their 
notes or bills, redeemable by silver and gold, 
at distant periods, much like the scheme in 
1733, and attended with no better effect.— 
The governor exerted himself to blast this 
fraudulent undertaking, the land bank. Not 
only such civil and military officers as were 
directors or partners, but all who received and 
paid any of the bills were displaced. The go- 
vernor negatived the person chosen Speaker of 
the House, being a director of the bank, and af- 
terwards negatived thirteen of the new elected 
counsellors, who were directors or partners 
in, or reputed favorers of, the scheme. But 
all was insufficient to suppress it. Perhaps 
the major part, in number, of the inhabitants 
of the province, openly or secretly were well- 
wishers to it. One of the directors after- 
wards acknowledged to me, that although he 
entered into the company with a view to the 
public interest, yet when he found what 
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power and influence they had in all public 
concerns, he was convinced it was more than 
belonged to them, more than they could make 
a good use of, and therefore unwarrantable. 
Many of the most sensible, discreet persons 
in the province, saw a general confusion at 
hand. Application was therefore made to 
parliament for an act to suppress the compa- 
ny, which, notwithstanding the opposition of 
the agent, was very easily obtained, and 
thereon it was declared that the act of the 6th 
of King George the First, chapter eighteenth, 
[the Bubble Act, | did, does, and shall extend 
to the colonies and plantations in America.— 
Had not the parliament interposed, the pro- 
vince would have been in the utmost confu- 
sion, and the authority of government entirely 
in the Land Bank Company.’’* 

Every scheme for fixing the value of the pro- 
vincial bills of credit having failed, ‘a new pro- 
ject was, in 1741, reported by acommittee of 
the House and accepted, and afterwards con- 
curred in by the council and consented to by 
the governor. ‘This was ascheme to establish 
an ideal measure, in all trade and dealings, let 
the instrument be what it would. ‘The act 
which passed the court, declared that all con- 
tracts should be understood payable in silver 
at 6s. 8¢. the ounce, or gold in proportion. 
Bills of a new form were issued, 20s. of 
which expressed in the face of the bill three 
ounces of silver, and they were to be received 
accordingly in all public and private payments, 
with this saving, that if they should depreci- 
ate in their value, an addition should be made 
to all debts as much as the depreciation from 
the time of contract to the time of payment. 
How to ascertain the depreciation from time 
to time was the great difficulty in framing the 
act. To leave it to a common jury would 
never do. There were some doubts whether 
a House of Representatives would be wholly 
unbiassed. At length it was agreed that the 
eldest counsellor in each county should meet 
once a year to ascertain the depreciation. 

‘* This at best must have been a very par- 
tial cure. It did not prevent the loss from 
the depreciation of the bills in those persons’ 
hands through which they were continually 
passing. All debts which were contracted 
and paid between the periods when the value 
of the bills was fixed annually, could not be 
affected by such fixing; and unless in debts 
of long standing which the debtor would not 
pay without an action at law, demand was 
not ordinarily made for depreciation, and what 
rendered it of little effect in all other cases, 


* Hutchinson, vol. II, pp. 392, 3, 4, 5 and 6. 
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the counsellors appointed to estimate the de- 
preciation never had firmness enough in any 
instance to make the full allowance ; but when 
silver and exchange had risen twenty per cent. 
or more, an addition was made of four or five 
only. The popular cry was against it, and 
one year when Nathaniel Hubbard, Esq., the 
eldest counsellor for the county of Bristol, a 
gentleman of amiable character, and who filled 
the several posts he sustained with applause, 
endeavored to approach nearer to a just al- 
lowance than had been made in former years, 
he felt the resentment of the House, who left 
him out of the council the next election. In 
short, the act neither prevented the deprecia- 
tion of the bills, nor afforded relief in case of 
it, and was of no other service than to serve 
as a warning, when an act passed for es- 
tablishing the currency a few years after, to 
leave nothing to be done by any person or bo- 
dies of men, or even future legislatures, to 
give the law its designed effect, but in the 
act itself to make full provision for its execu- 
tion in every part.’’t 

‘* By the expedition to Louisburgh, the 
preparations for the reduction of Canada, and 
the several supplies of men for Nova Scotia, 
the province had,’’ by the year 1747, * issued 
an immense sum in bills of credit, between 
two and three millions, according to their de- 
nominations in the currency. ‘The greater 
part of this sum had been issued when be- 
tween five and six hundred pounds were equal 
to one hundred pounds sterling ; and perhaps 
the real consideration the government received 
from the inhabitants who gave credit to them, 
was near four hundred thousand pounds ster- 
ling: but by thus multiplying the bills they 
had so much depreciated that, at the end of 
the war, eleven or twelve hundred pounds 
was not equal to more than a hundred pounds 
sterling, and the whole debt of the province 
did not much exceed two hundred thousand 
pounds sterling. ‘Thus the people had paid 
two hundred thousand pounds sterling, in 
two or three years, besides a large sum raised 
by taxes each year, as much as it was sup- 
posed the people were able to pay; but to pay 
by the depreciation of the bills, although in- 
finitely unequal, yet as they were shifting 
hands every day, it was almost insensible, a 
possessor of a large sum for a few days not 
perceiving the difference in their value be- 
tween the time when he received thent and 
the time when he parted with them. The 
apprehension of their depreciation tended to 
increase it, and occasioned a quick cireula- 
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tion; and for some time, even for English 
goods, which ordinarily sell for the longest 
credit, nobody pretended to ask credit. They 
were constantly, however, dying in somebo- 
dy’s hands, though nobody kept them long 
by them. Business was brisk, men in trade 
increased their figures, but were sinking the 
Teal value of their stock, and, what is worse, 
by endeavors to shift the loss attending such 
a pernicious currency from one to another, 
fraudulent dispositions and habits are ac- 
qiffred, and the morals of the people depre- 
ciate with the currency. 

‘The government was soliciting for the 
reimbursement of the charges in taking and 
securing Cape Breton, and by the address, 
assiduity, and fidelity of William Bollan, 
Esq., who was one of the agents of the pro- 
vince for that purpose, there was a hopeful 
prospect that the full sum, about £180,000 
sterling, would be obtained. 

** Mr. Hutchinson, who was then Speaker 
of the House of Representatives, imagined 
this to be a most favorable opportunity for 
abolishing the bills of credit, the source of 
so much iniquity, and for establishing a sta- 
ble currency of gold and silver for the future. 
About two millions two hundred thousand 
pounds would be outstanding in bills in the 
year 1749. One hundred and eighty thou- 
sand pounds sterling at eleven for one—which 
was the lowest rate of exchange with Lon- 
don for a year or two before, and perhaps the 
difference was really twelve to one—would 
redeem nineteen hundred and eighty thousand 
pounds, which would leave but two hundred 
and twenty thousand pounds outstanding: it 
was therefore proposed that the sum granted 
by-parliament should be shipped to the pro- 
vince in Spanish milled dollars, and applied 
for the redemption of the bills as far as would 
serve for that purpose, and that the remainder 
of the bills should be drawn in by a tax on 
the year 1749. This would finish the bills. 
For the future, silver of sterling alloy at 6s. 
8, the ounce, if payment should be made in 
bullion ; or otherwise milled dollars at 6s. 
each, should be the lawful money of the pro- 


vince, and no person should receive or pay 


within the province, bills of credit of any of 
the other governments of New-England.— 
This proposal being made to the governor, he 
approved of it, as founded in justice and 
tending to promote the real interest of the 
province, but he knew the attachment of the 
people to paper-money, and supposed it im- 
practicable. ‘The Speaker, however, laid the 


proposal before the House, when it was re- 
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ceived with a smile, and generally thought to 
be a Utopian project; and rather out of defer- 
ence to the Speaker than from an apprehension 
of any effect, the House appointed a commit- 
tee to consider of it. ‘The committee treated 
it in the same manner; but reported that the 
Speaker should be desired to bring in a bill 
for the consideration of the House. When 
this came to be known abroad, exceptions 
were taken and a clamor was raised from 
every quarter. ‘The major part of the peo- 
ple in number, were no sufferers by a de- 
preciating currency ; the number of debtors 
is always more than the number of creditors, 
and although debts on specialties had allow- 
ance made in judgments of courts for depre- 
ciation .of the bills; yet, on simple contracts, 
of which there were ten to one specialty, 
no allowance was made. ‘Those who were 
for a fixed currency, were divided. Some 
supposed the bills might be reduced to so 
small a quantity as to be fixed and stable, 
and therefore, were for redeeming as many 
by bills of exchange as should be thought 
superfluous ; others were for putting an end 
to the bills, but in a ee way, otherwise it 
was said a fatal shock would be given to trade. 
This Jast was the objection of many men 
of good sense. Douglass, who had wrote 
well upon the paper currency, and been the 
oracle of the anti-paper party, was among 
them ; and as his manner was with all who 
differed from him, discovered as much rancor 
against the author and promoter of this new 
project as he had done against the fraudu- 
lent contrivers of paper-money emissions.’’* 

After many weeks spent in debating and 
settling the several parts of the bill, it was 
rejected: but afterwards, on motion, recon- 
sidered, passed by the house and council, 
and approved by the governor. 

*“The provision made by this act for the 
exchange of the bills and for establishing a 
silver currency, was altogether conditional, 
and depended upon a grant of parliament for 
reimbursement of the charge of the Cape 
Breton expedition. ‘This being at a distance 
and not absolutely certain, the act had no 
sudden effect upon the minds of the people ; 
but when the news of the grant arrived, the 
discontent appeared more visible, and upon 
the arrival of the money there were some 
beginnings of tumults, and the authors and 
promoters of the measure were threatened. 
The government passed an act with a severe 
penalty against riots, and appeared deter- 
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mined to carry the other act for exchanging 
the bills, intoexecution. The apprehensions 
of a shock to trade proved groundless: the 
bills being dispersed through every part of 
the province, the silver took place instead of 
them, a good currency was insensibly sub- 
stituted in the room of a bad one, and every 
branch of business was carried on to a 
greater advantage than before. ‘The other 
governments, especially Connecticut and 
Rhode Island, who refused, upon being in- 
vited to conform their currency to the Massa- 
chusetts, felt a shock in their trade from which 
they have not yet recovered. The latter had 
been the importers for Massachusetts, of 
West India goods, for many years ; which 
ceased at once.’’* 

From this account of the operation of the 
provincial paper money of Massachusetts, 
the reader may judge of its operation in the 
other colonies ; and thereby learn to estimate 
properly that provision of the United States’ 
Constitution, which forbids any State * to 
emit bills of credit, pass any law violating 
the obligation of contracts, or make any 
thing but gold and silver a legal tender in 
the payment of debts.”’ 

The successful issue of the experiment 
in Massachusetts did not induce the other 
governments to take the necessary measures 
for substituting a metallic for a paper medi- 
um. But as the British merchants trading to 
the colonies were sufferers by the monetary 
system of the day, an act of parliament was 
passed in 1763, ‘* to prevent paper bills of 
eredit, hereafter, to be issued in any of his 
Majesty’s colonies or plantations in America, 
from being declared to be a legal tender in 
payment of money, and to prevent the legal 
tender of such bills as are now subsisting 
from being prolonged beyond the periods for 
calling in and sinking the same.”’ 

The preamble to the act declared, with 
great truth, that by means of paper bills of 
credit, ‘*debts have been discharged with a 
much less value than was contracted for, to 
the great discouragement and prejudice of 
trade and commerce of his Majesty’s sub- 
jects, by occasioning confusion in dealings, 
and lessening credit in the said colonies or 
plantations.” The body of the act made 
void all acts of assembly thereafter passed 
to establish or keep up such tender; and 
inflicted a fine of £1,000 (with immediate 
dismissal and future incapacity to fill any 
public office or place of trust,) on any go- 


* Hutchinson, vol. [I, p. 440. 
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vernor who should give his assent to such 
act of legal tender. 

This measure caused much murmuring, 
for the speculating classes of society, who 
are always the most noisy, liked not to be 
deprived of so many opportunities of profit 
as a vacillating currency afforded them.— 
They appear to have had influence enou 
to prevent the act from being effective in 


some of the colonies; for we find that ten | 


years after, another act with the same title 
was passed by the British Parliament. 
The two acts together to have re- 
duced the paper bills of credit to a very small 
amount; for Pelatiah Webster, a respectable 
merchant of Philadelphia, estimates the whole 
circulating cash of the thirteen States, just 
before the war, at twelve million dollars; or 
perbaps, not more than ten million hard dol- 
lars in value. ‘* Not more than half,” he 
says, ‘‘or at most three-fifths, of the cireu- 
lating cash in this State (Pennsylvania) was 
paper; and I am well convinced that 
proportion was not exceeded in the other 
States where paper-money was circulated.” 
This provincial paper may be regarded as 


_ a species of government script, which by an 


act of tyranny was made a legal tender. It 
fluctuated in value, according tq the changes 
in the credit of the government by whieh it 
was issued, and the amount thrown into the 
market. Being more liable to great depre- 
ciation, it was inferior to bank paper as mo- 
ney; but its character was better understood 
by the people. They knew the authority of 
the government, and the resources of the go- 
vernment. When they were injured, they 
knew by whom they were injured, if not to 
what extent. : 

In one respect the provincial paper-money 
system hadan effect directly opposite to that of 
the present banking system. Through the 
present banking system, dealings on credit are 
carried to an extent beyond that in which they 
are useful, and in which they become highly 
pernicious. Through the old paper-money 
system, confidence was destroyed, and credit 
prevented from spreading to its natural extent. 

The profits gained by the governments by 
the issues of paper-money, enabled them to di- 
minish the regular taxes ; but this gain was in- 
significant, and the evils produced by the sys- 
tem were incalculably great. All that honest 
men lost by highwaymen, housebreakers, 
footpads, and horsethieves, was trifling in 
amount when compared with that which they 
lost through the instrumentality of the paper- 
money of the different colonies. 
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HISTORY OF THE BANK OF ———. 
Concluded from page 211. 


There was, as there ever will be—even under 
a anne purely metallic—occasional and tem- 
porary enhancement of prices not warranted b 
the laws of supply and demand ; and a correspond- 
ing increase in the amount of currency became 
necessary to carry on exchanges: but that uner- 
ring monitor, when left free and uncontrolled—the 
state of foreign exchanges—gave seasonable ad- 
monition of a dangerous excess; and the instant 
that the shipment of precious metals commenced, 
the Bank’s- discounts were lessened, prices gently 
reduced to a point of safety which was immediately 
and easily attained, and so far as this bank was 
concerned, its condition was, at all times, kept im- 
pregnable. Dealing in business paper alone, its 
‘* bills discounted” were elastic and flexible, and 
its contraction acted immediately on the prices of 
commodities. As its customers operated on their 
own capital, and not on bank credit, the restric- 
tion of its cireulation did not break the merchant, 
before it could’ reach the exportable commodities, 
but acted directly on the latter. The melancholy 
spectacle of the failure of seven hundred trading 
houses in the city of New-York in 1837-'38, 
would never have occurred, had all the banks ad- 
hered to the rule of discounts of short business 
paper only, and not renewable. It was the with- 
drawment of the bank credit, on which merchants 
had traded as if it had been capital, that produced 
this mischief; and before the banks could reach 
the commodities over the ruins of mercantile cred- 
it, both themselves and their victims fell into one 
common slough of insolvency; and to the firmness 
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of the State Legislature of New York are we in- 
debted for that continued contraction of bank is- 
sues, which reduced the price of commodities, and 
brought the precious metals back from Europe, into 
her commercial metropolis, and thus restored the 

equilibrium. ; 

Such was the practice of the bank to which 
my narrative refers, anterior to the year 1832.— 
And now what was the result of its operations 
to its stockholders, and what was its effect on 
the trading community, whose transactions it 
controlled? I will answer these questions, ac- 
cording to my recollection. 

First. For twenty-five years down to the year 
1832, the bank redeemed all its engagements in 
specie on demand ; and during the an tieing una- 
ble to enforce the collection of its debts from other 
banks and its own customers, in season to redeem 
its circulation, it actually entered the market and 
bought the precious metals at a premium varying 
from 3 to 22 per cent. to meet its own en 
ments, although it held claims on other solvent 
banks far beyond the whole amount of its issues, 
which banks took refuge from the payment of their 
debts in a general suspension, and actually refused 
to exchange issues unless the difference between 
them was paid to them. ‘There never was a note 
of this bank dishonored. 

Second. The dividends of the bank, while in 
operation, averaged ten per cent. on the whole 
capital employed. 

Third. The entire loss of the bank on dis- 
counted paper, for a period of twenty-five years, 
was fifty dollars!! 

Fourth. The whole expense of administration 
of the affairs of the bank, exclusive of rent for the 
first two years, was less than one thousand dollars: 
the cashier’s salary, the only paid officer, who per- 
formed all the duties, being $700 annually; and 
contingencies, such as stationary and fuel being 
about $250. On the 5th of July, 1809, in consid- 
eration of the increased labor of the cashier, his 
salary was enlarged to $1000 ; and the whole busi- 
ness of the bank was conducted by him (the di- 
rectors, who were real stockholders, but not bor- 
rowers, superintending the discounts) and the en- 
tire expenses of the bank, including the cashier’s 
salary from 1809 to 1832 (twenty-two years) did 
not exceed $1500 annually, exclusive of rent.— 
No discount was ever made by the cashier, unless 
previously authorized by the board of Directors, 

Fifth. There was not, within my knowledge, 
a single failure among the regular dealers with 
the bank from 1807 to 1832, a period of a:quarter 
of a century! during which time, the war and the 
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commercial crises of 1819 and 1825 created great 
commercial distress. Insolyency among the deal- 
ers with this institution would have been regarded 
as prima facie evidence of dishonesty or culpable 
mismanagement—and a debtor who contracted an 
obligation without having at the time some relia- 
ble means of payment, was considered a gambler. 

Sixth. At any period while the bank was in 
operation, its affairs could be wound up, its bills 
receivable all collected, and the stock returned, 
and banking house sold on four months notice ; and 
without loss. 

Such was the condition of the bank down to 
1832, but very different was the sequel. That 
eminent Belles Lettres scholar, but most consum- 
mate charlitan in finance, Mr. Biddle, in the vain 
hope of extorting a renewal of his charter, sud- 
denly enlarged his discounts nearly forty millions 
of dollars, amounting, including local discounts 
and bills of exchange, on the Ist of May, 1832, to 
$70,428,700; and a contemporaneous increase of fa- 
cilities by the local banks, took place. Every body 
then became a speculator—the farmer left his 

lough in the furrow—the mechanic abandoned 
his tools—the manufacturer stopped his spindles— 
the lawyer laid aside his brief—the doctor dropped 
his pestle—even the divine quitted the sacred 
desk, and the whole nation was suddenly trans- 
formed from a great, moral, industrious and frugal 
people, into an army of gamblers. 

The customers of our bank partook of the 
general infection—became clamorous for “ more 
money”—deinanded ‘ accommodation”— insisted 
that our town was already retrograding, or, what 
was the same in effect, all other places were ad- 
vancing faster in the career of prosperity. ‘The 
directors yielded to the clamor. In vain did the 
president pourtray the evils of departing from the 
rules which had sustained both the bank and its 
customers for a period of twenty-five years through 
great commercial difficulties. He told them fe 
would sooner risque his life at sea in a ship with- 
out a rudder, than his character and fortune in a 
bank dealing in accommodation notes—that of the 
two he had rather find a counterfeit than an ac- 
commodation nole, among the bills receivable.— 
He was reproached as being quite behind the age, 
and as belonging to a school then utterly extinct. 
He was told that the resources of the country were 
increased, and largely increasing, and required 
more bank capital ; and in order to maintain the 
popularity of the institution, it must ‘ aecommo- 
date” its customers. Finding resistance in vain, 
the president finally told the board that, with a 
view of preserving unbroken the harmony which 
had subsisted for so long a period, during which 
time he had not voted on his own stock, but relied 
on moral arguments and the test of experience to 
sustain his counsels, he would now make a propo- 
sition, either to purchase out their interest or se}l 
his own as a stockholder, and forever dissolve his 
connection with the institution; and on fixing his 
terms, his interest was purchased, and his stock 
that day for the first time in lwenty-five years 
transferred. 

_ The principlesand policy that had governed the 
institution were thenceforward changed. ‘The per- 
manent investment of its capital was no longer con- 
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tinued, but it was employed in discounts; notes were 
discounted with the understanding of renewal, on 
receipt of five or ten per cent. on each extension. 
The borrowers from the bank turned speculators, 
and converted their pasture ground into town lots, 
which were readily sold, as such, at extravagant 
ices; products rese, and every countenance 
med with joy and gladness. The president 
was then caretully and constantly reminded of the 
fact that he beJpnged to an old school, and not to 
the present evlerprising generation. 

And now for the sequel. Ina very brief pe- 
riod, the bank was compelled to resort to New- 
York brokers, to borrow money on a pledge of its 
bills discounted, to redecm its own circulation, 
over which a notarial protest was held in suspense 
for twenty-four hours! And 

In about four years the bank stopped payment 
and wasdeclared insolvent. Its paper, which had 
been redeemed for more than a quarter of acen- 
tury in gold and silver, was sold at a heavy dis- 
count: its whole capital and outstanding circula- 
ting bills were represented by unavailable assets. 

submit to your judgment whether, if all the 
banks in the United States had then adopted the 
principles of banking that governed this insti- 
tution, the country would not have been saved 
from the Joss and disgrace which have now over- 
taken it. An Op Fasnionep Man. 


To the question put to us by our correspondent, 


we unhesitatingly reply, that if all the banks in | 


the country had been conducted on the principles 
he has so ably enforced, not one of them would have 
suspended specie payments. All the notes issued 
by them would then have been the representatives 
of bills of exchange, and the bills of exchange in 
the port folios of the banks, would have been the 
representatives of commodities in the hands of 
dealers. By the sale of their commodities, the 
merchants would have been able duly to dis- 
charge their debts to the banks, and thereby 
have enabled the banks to redeem their issues, 
Banks so conducted would never be under the 
necessity of stopping specie payments. 

Yet we must be permitted to observe— 

Ist. That permanently investing the capital of 
a bank in something different from business paper, 
is not of itself sufficient to secure regularity in 
banking operations. The whole capital of the 
Bank of England is permanently invested in 
Government securities. Yet the Bank of Eng- 
land, by its contractions and expansions, deranges 
the commercial operations of Great Britain and 
the United States, and, through them, the com- 
mercial operations of the whole world. 

2ndly. That the private and joint stock banks 
of England and Scotland, make it a general rule 
to discount nothing but business paper, and to 
make prompt settlements with one another. Yet 
paper money banking in England and Scotland 
has produced evils inferior only to those it has 
produced in the United States. 

The result-of experience in Great Britai, is, 
then, that so long as Bank and State are united, 
even conducting the great body of banks on com- 
mercial principles, will not prevent those fluctua- 
tions which are so pernicious to communities. 
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Whenever Government borrows bank credit, or 
receives bank notes in payment of public dues, 
bank issues are made to meet fiscal in addition ta 
commercial demands. Notes are consequently 
issued which are not the representatives of com- 
modities that can be sold in time to redeem the 
issues. The effect of every embarrassment that 
Government experiences, does also, by necessity, 
extend to the whole body of merchants. 

In justice to our correspondent, it is proper to 
observe, that he nowhere insists on the proper 
investment of bank capital in permanent securi- 
ties, as being of «self sufficient to insure regu- 
larity in banking. On the contrary, he contends 
that while the capital should be thus permanently 
invested, the credit dealings of banks, or those 
founded on their deposits and circulation, should 
be confined to business paper. ‘The two princi- 
ples should be taken together. We deem it in- 
cumbent on us to guard against the first being 
taken separately, and as of itself sufficient, espe- 
cially since some vague notion of this kind seems 
to have led to the adoption of the wretched sys- 
tem known in the State of New York under the 
name of “ Free Banking.” 

In further justice to our correspondent, we 
must remark, that he is well aware of the im- 
portance of separating Bank and State, in order 
that our Banks generally may be conducted on 
commercial principles. But he had not room for 
an argument on this point; and did not perhaps 
consider it necessary. 

There are, as we stated in our last, serious ob- 
jections to paper money banks even when con- 
ducted on commercial principles, and there would 
be such objections, even if Bank and State were 
separated, if the issue of notes of a less denomina- 
tion than fifty or a hundred dollars were permitted. 
But we will not press these objections just now. 
Paper money banks exist, and will, it is to be 
feared, continue for years to exist. While it is a 
duty to labor for the substitution of hard money 
banks in their place, it is also a duty to endeavor 
to alleviate the evils which paper money banking 
produces. We cannot, therefore, too urgently 
recommend to’the conductors of our present bank- 
ing institutions, an attention to the principles which 
our correspondent so ably illustrates and enforces. 
Without strict attention to them, the banks in New 
England, New York, and South Carolina, will 
not be able long to sustain specie payments. 





TREASURY NOTES. 
Their Use and Abuse. 

Hard money men have sometimes, been accused 
of acting inconsistently, because they have, in 
particular states of public credit, proposed issues 
of Treasury notes to supply the wants of Govern- 
ment. The accusation can with justice be brought 
against such of them, (if any such there be,) as 
may have proposed the issue of Treasury notes, 
in such form and of such denominations as would 
serve as a currency. 

If any hard money man, for example, has pro- 

the issue of Treasury notes of as small de- 
nominations as five, or ten, or even twenty dollars, 
bearing no interest, that man has acted inconsist- 
ently with his principles. For, such notes would 
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be just as effective as bank notes in driving gold 
and silver from circulation. 

But Treasury notes of the denomination of fifty 
dollars and upwards, and Learing the market rate 
of interest, do not become currency. They are 
hoarded by capitalists as profitable investments. 
They may be remitted from point to point as bills 
of exchange: but hard money men do not object 
to bills of exchange. 

Treasury notes of suitable denominations and 
bearing the market rate of interest, are exactly 
similar in their character to the notes of hand 
given by farmers and mechanics. Government 
does, indeed, receive these Treasury notes in 
payment of debts due to itself: but what farmer or 
mechanic, having a large amount of debts due to 
him, would refuse to receive payment of them in 
his own outstanding obligations? 

It is to be regretted that any occasion exists 
for the use of such paper; but hard money men 
are guilty of no inconsistency, when they propose 
to issue ‘T'reasury notes to supply the wants of 
Government, in preference to borrowing bank 
notes or bank credits. The exchange of evidences 
of Government credit bearing interest, for evi- 
dences of bank credit bearing no interest, is alto- 
gether inconsistent with hard money principles. 

If Bank and State were separated, and if our 
Treasury system, was properly organized, then 
hard money men, would act inconsistently with 
their principles,. if they should propose an issue 
of Treasury notes (unless to meet some temporary 
exigency,) if it were possible to borrow the re- 
quisite sum in specie, and on reasonable terms. 

But suppose we should now attempt to borrow 
ten millions in specie. For whose benefit would 
we borrow it? As the Governmental deposito- 
ries have been abolished, this sum would go into 
the vaults of the “pet banks,” and inure to their 
benefit. 

Suppose we borrow bank notes and bank cre- 
dits? Hard money men contend for a complete 
separation of Bank and State. They contend 
that Government should neither lend to the Banks 
nor borrow from them. Every loan of credit by 
the Banks to Government, necessarily occasions 
more or less derangement of all the commercial 
operations of the country. 

In this crisis, there would seem to be no way 
in which the wants of Government can be so 
readily met, as by funding the Treasury notes 
already issued, and issuing others to be funded 
hereafter, if the public revenue shall not suffice 
for their redemption. 

If any like not to push this mode of borrowing 
to any great extent, especially in time of peace, 
(and we confess it is not free from objection,) let 
them labor to do away the necessity for it, by 
properly organizing the United States Treasury. 
Let proper depositories for the public money be 
provided, with suitable safeguards, and then let 
hard money loans be negotiated. In this way 
Government may be made to contribute its part 
towards supplying the country with a sound cir- 
culating medium. 

In the true theory of finance, the use of Trea- 
sury notes is admissible only to supply temporary 
deficiencies of revenue. As, according to present 
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geeno there will, for years to come, be a de- 

iency in the United States Revenue, it is much 
to be desired that the Treasury should forthwith 
be so organized as to admit of the negotiation of 
hard money loans. - 


GOVERNMENT CREDIT. 


A fundamental principle of finance is, that, 
whenever a debt is incurred, unless it be to sup- 
ply some temporary deficiency of revenue, a tax 
should be imposed, sufficient not only to pay the 
interest of that debt, but eer er! to sink the 
principal. This holds whether ‘Treasury 
notes or certificates of Stock are issued as evi- 
dences of the debt. It is through neglect of this 
principle, that the credit of the States has been 
swamped ; and if it be neglected by Congress, the 
credit of the United States will, in a few years, 
be on a level with that of Pennsylvania and of 
Indiana. 

There is, indeed, one way in which the credit 
of the United States may sustained, without 
resorting to additional taxation, and that is, by 
restoring to Government the proceeds of the pub- 
lic land sales, and by reducing the public expen- 
diture. If this be practicable, let it be done. 
The times for (rickery in finance have gone by. 
Either reduce the expenditures, or increase the 
revenue. Otherwise the ability to borrow in any 
way, will soon be exhausted. 





THE STATE OF THE COUNTRY. 

What a spectacle our country presents. We 
have a fertile and extensive territory, embracing 
a great variety of climates, and great diversities of 
soil, producing in abundance all the necessaries and 
many of the luxuries of life. We have capital 
and skill sufficient to turn these natural advantages 
to the best account. Our people are industrious 
and enterprising. ‘They are in possession of all 
the improvements in the arts, and discoveries in 
the sciences, which the experience of six thou- 
sand years has given te the world. In the long 
period of sixty years, they have had but three 
years of war. 

And yet embarrassment pervades the land.— 
Hundreds of thousands of our citizens are said to 
be actually bankrupt. Hundreds of thousands of 
others are said to be on the verge of bankruptcy. 
The accumulations of long years of industry and 
frugality are daily vanishing from the sight of 
those who thought they had in those accumula- 
tions the means of supporting themselves in their 
declining years. And many of those whostill have 
strength to labor, if they seek for employment, 
find it difficult, if not impossible, to get profitable 
employment. 

In the midst of all the elements of wealth, 
general embarrassment prevails. To what is 
this owing? ‘Toone cause, and to one cause only 


To the violation of those provisions of the United 
States Constitution, which were intended to make 
this a hard money government, and a hard money 
country. In our paper money, we have had a false 
measure of value, and this has Jed us to place a 
false estimate on every thing. Many of our en- 
terprises have consequently been foolish, and our 
investments injudicious, On our paper money 
has been founded a system of factitious credit.— 
The foundation gives way, and the superstruc- 
ture tumbles accordingly. 

Are the State Governments embarrassed? It 
is owing to the same cause as the embarrassment 
of individuals. Without paper money banks, 
there would have been no State debts, or at least 
none of any moment. It is through the facilities 
for borrowing which these institutions have afford- 
ed, that millions have been expended on useless 
canals and equally useless rail-roads. 

The present times are gloomy, and the prospects 
for the future more gloomy still. In days of 
former trouble, corporations gave way and indi- 
viduals gave way. But as the States then main- 


tained their credit, there was something for the — 


community to fall back upon. But now there 
isevery probability of a general, we do not saya 
universal, bankruptcy of the State Governments. 

Ten years ago, we could see a way in which 
this execrable system of paper money and the 
system of factitious credit founded thereon, might 
be got rid of without a convulsion. But, we con- 
fess, we can see no such way now. A system 
which was unsound from the beginning, has been 
suffered to continue too long. A convulsion 
must come, Nay, it is already begun, and will 
continue till it produces such a revolution in pro- 
perty as will to multitudes be quite as disastrous 
as could be a revolution in the Government. 

Happy will the people be, if by tracing effects 
up to their cause, they avoid the recurrence of 
such convulsions in future. Happy will they be, 
if they can prevent the building up of some new 
paper money system, out of the ruins of that which 
has been the cause of so much misery ! 


CONTINENTAL MONEY. 

The old articles of confederation contained a 
clause authorizing Congress “ to emit bills of cred- 
it.”” When the present constitution was formed, 
an attempt was made to introduce into it a simi- 
lar provision, but it was rejected. Reasons suffi- 
cient for this will be found in the short but full 
history of continental money, which will be found 
in another part of the present number. These 
reasons ought to command especial attention at a 
time when a proposition is before Congress to 
make a fresh issue of Governmental paper money. 
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THE BANK OF NOTH AMERICA. 


The early history of the Bank of North Ameri- 
ea, which follows the history of Continental Money, 
is a history of paper money banking in miniature. 
Though operating singly, this bank, by its contrac- 
tions and expansions, produced such convulsions, 
as in less than four years led to a repeal of its 
charter. Yet such was the power of associated 
cupidity that the charter was afterwards re- 
stored. 





THE OLD BANK or THE UNITED STATES. 


The history of this bank, which will be found 
in another part of this number, affords some re- 
markable points of contrast with the late, or * Bid- 
dle” Bank of the United States. Tbough sud- 
denly called upon to wind up its affairs, it not only 

id its noteholders and depositors in full, but paid 
its stockholders 97 per cent. on the par value of 
the shares, and interest on the time for which pay- 
ment was deferred. 


The old Bank of the United States was a com- 
mercial ; the “ Biddle” Bank, a stock-jobbing and 
land-jobbing institution. Hence the difference 
in the results which their history presents. ‘The 
old Bank of the United States was, perhaps, as 
well managed as a paper-money bank could be.— 
It issued no notes of a less denomination than ten 
dollars, and for these, such was the state of public 
opinion, only a limited circulation could be ob- 
tained. Yet, it is hardly necessary to tell the 
reader, who is acquainted with principles, that the 
old Bank of the United States produced such ef- 
fects as are inseparable from paper-money bank- 
ing. They were—gain to the few: loss to the 
many. Excess of currency to-day: scarcity to- 
morrow. The monopoly it created was a closer 
one than ever existed in this country, either before 
or since; and desire to share in the gains of so 
very profitable a monopoly, rather than an opposi- 
tion to paper-money banking, appears to have led 
to a non-renewal of the charter. The constitu- 
tional objections to the bank were, indeed, unan- 
swerable; but they alone would never have putan 
end to this powerful institution. 





INDIANA. 


A select committee of the House of Represen- 
tatives has reported ‘‘a bill for the relief of the 
people,” that is to say, ‘a bill to authorise the is- 
sue of five millions in Treasury notes, to be lent 
to the people of the different counties.” This is 
beantiful. A State which already owes about fif- 
teen million dollars, and the five per cent. stock 
of which is sometimes between 80 and 90 per cent. 
below par, authorising an additional debt of five 
millions. 


Another committee has reported a bill to au- 
thorise the State Bank to issue notes of a less de- 
nomination than five dollars. By the aid of these 
two contrivances together, “ money” may be made 
plenty enough it™ndiana; and as a committee of 
the Legislature say’ that it is the great scarcity 
of money which is now weighing down the ener- 
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gies of the people,” it is hoped they will be effectu- 
ally relieved. 





PENNSYLVANIA. 


In his message to the Legislature, the Governor 
states that the funded debt of this State is $36,- 
330,005 48, besides $2,867,514 78 due to the 
United States on account of deposit of surplus 
revenue, and a floating debt, due to contractors, 
and others, the exact amount of which is not 
stated, but which is believed by some to be very 
considerable. 


The annual interest on the funded debt is about 
$1,800,000. To meet that portion which is due 
on the first of February, there was in the Trea- 
sury on the first of January $1,020,936 68, a sum 
which will be amply sufficient, if a preference be 
given to the claims of holders of State stocks 
over those of other public creditors. 

To the contractors on the North Branch Canal 
and Erie extension, the sum of nearly one million 
dollars isdue. The Governor suggests that, if no 
better expedient can be devised, they should be 
paid by a new issue of six per cent. stock. 

An additional issue of six per cent. stock is _ re- 
commended by the Governor, “to be thrown into 
market to sell for whatever it will produce,” in 
order to redeem the $1,756,650 68 of State bills 
of credit, issued under the authority of the relief 
law of the last session. 

If this measure should be resorted to, the pro- 
bability is that Pennsylvania sixes would fall at 
least 75 per cent. below par. It would conse- 
quently require about seven millions of six per 
cent. stock to redeem about a million and three- 
quarters of State bills of credit. 

The truth is that the credit of a State is ‘on 
its Jast legs,” when it is reduced to the necessity 
of extorting loans of a dollar a head, from every 
chamber maid and waiting boy in the State, and 
every body else who has a dollar to lend, especially 
when this loan is not openly negotiated, but ef- 
fected through an issue of paper intended to serve 
as a substitute for money. To this financiering 
expedient did the State of Pennsylvania resort in 
June last. 

The business of laying, or at least of collecting 
taxes, has been delayed too long; and the best 
that can now be done is to sell the public works, 
or portions of them, for what they will bring, tak- 
ing payment in State stocks and State bills of 
credit. Under State management, they do not 
appear to yield enough to pay for repairs and su- 
perintendence. In the hands of companies, they 
might be rendered productive. 


Of those rail roads and canals, 7384 miles are 
completed, and 165} miles are in an unfinished 
state. They have cost upward of thirty millions 
of dollars. Perhaps if offered for sale, they would 
not bring more than half that amount, even if 
payment should be made in State stocks. 

In the business of internal improvement, we 
Americans certainly excel all other people. We 
lay our plans with so much wisdom, and are so 


particularly skilful in devising ways and means 
for their proper execution. 
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| NEW YORK. 
The circulation of the banks of the State of 
New York, is said to have amounted to the follow- 


ing sums on the Ist of January, in each year, from 
1837 to 1842. 


Year. Safety Fund Banks. Free Banks. Total. 
1837 , 198,000 none 24,198,000 
1838 12,432,478 none 12,432,478 
1839 19,373,149 2,500,000 21,873,149 
1840 10,360,592 6,012,000 16,372,592 
1841 15,235,053 5,353,067 20,528,123 
1842 8,100,000 4,000,000 12,100,000 —- 


? 


The amount of circulation of the free banks 
for 1842 is estimated. 

On a hard money system, the currency of the 
State of New York would have increased gradu- 
ally in each year, from 1837 to 1842, exactly in 
proportion to the increase of wealth and popula- 
tion. But under the paper money system, we find 
the currency first decreasing at the rate of nearly 
50 per cent., then increasing at the rate of 90 per 
cent.; then decreasing at the rate of 24 per cent., 
then increasing at the rate of 25 per cent.; and 
then decreasing at the rate of 40 per cent. 

Such fluctuations must have produced the ruin 
of thousands. No doubt, though, some have been 
enriched by these changes of currency. We are 
told that there are “down east,” a number of gen- 
tlemen who support the present banking system, 
not from ignorance of its character, but because 
they think they can, by taking advantage of the 
fluctuations it produces, make more money for 
themselves than they could with a hard money 
currency. These same gentlemen would very 
seriously object to the use of false dice in any 
common gambling game. 





BANK OF THE UNITED STATES. 

The directors in their report to the stockhold- 
ers on the 3rd of January las‘, speaking of the 
sale made by them, of the Merchants’ Bank of 
New Orleans, state that the stock of that bank, 
cost the United States Bank $1,100,000, or 110 
dollars a share that, according toa minute 
estimate of the assets of the Merchants’ Bank, 
made in April last, the interest of the United 
States Bank therein, was equal to $906,000, or 
about 90 dollars a share, but that owing to the 
difficulty of realizing bank assets, and owing to 
the straits to which the United States Bank was 
reduced, i,,was deemed advisable to sell the Mer- 
chants’ Bank to Mr. Edward Yorke of New Or- 
leans, at the rate of fifty-seven dollars and fifty 
cents a share. 

We pretend not to question the wisdom of the 
board in making this sale. But as there was, 
among the assets of the Merchants’ Bank, the 
sum of $334,427 in specie, we should like to know 
the exact value of all the bank stock in the coun- 
try estimated on like principles. 

Another transaction to which the Board refer 
in their report, is the final arrangement with their 
agents, or, as they are called, ‘“ The Associates of 
the Bank of the U. States in New York.” By the 
terms of contract with them, they were to receive 
twelve thousand dollars a year for fifteen years, and 
the bank to pay all the expenses of the agency. 
Wishing to get rid of this contract, the case was 
submitted to arbitrators, and an award made in 





favor of the associates, of $101,613 60, “which 
was paid by the Bank.” Would * the Associates” 
have received this amount, if their claim had been 
suffered to rest on the same basis as those of other 
creditors of the Bank? What right in equity 
have they to compensation for services they never 
rendered. A skilful lawyer could probably re- 
cover the amount from them, for the benefit of the 
genera]. creditors of the Bank. As a condition of 
affairs supervened, in which it was impossible to 
render the services contemplated in the contract, 
the contract itself should have been regarded as 
of no value. What with compensation to some 
“for services rendered,” or supposed to be ren- 
dered, and with compensation to others for ser- 
vices never rendered, little will be left for note 
holders and depositors, to say nothing of stock- 
holders. 

Mr. Richard Alsop, one of “the Associates of 
the Bank of the United States in New-York,” en- 
dorsed certain bonds issued by the Planters’ Bank 
of Mississippi to the Bank of the United States, 
and now refuses to pay them on the ground that 
the bonds were sealed instruments, and conse- 
quently binding on only the Planters’ Bank and 
the United States Bank. ‘The present holders of 
the bonds view the matter ina different light, 
and have it is said attuched the property of Me 
Alsop in the City of New York and in the State of 
Connecticut. 

It would seem as if the Bank of the United 
States is to be the cause of trouble to all who 
have in any way been connected with it. The 
English stockholders are likely to be the greatest 
suflerers. As the bank opened an office in Lon- 
don, and had no British charter, the English 
stockholders are, according toan article in Veth- 
ake’s edition of Mr. Culloh’s Commercial Dic- 
tionary, liable in their personal capacity for any 
debts the agency there may have contracted with 
British subjects. ‘Thus, the English stockholders, 
in addition to losing all the capital they invested 
in the bank, may be made topay a large portion of 
the loans negotiated by Mr. Jaudon in England. 

Some of the chief authors of these troubles, 
to-wit, Nicholas Biddle, for many years President 
of the bank, Thomas Dunlap, his successor in that 
office, S. Jaudon, and J. Cowperthwaite, former- 
ly Cashiers of the bank, were, on Thursday, Janu- 
ary 13th, brought before Recorder Vaux of this 
city, on a charge preferred against them by Aus- 
tin Montgomery, of defrauding the stockholders 
of the bank. ‘T'he court room was thronged, and 
at the reading of several of the papers produced 
in testimony, there were suppressed exclamations 
of wonder and contempt from the crowd. Most 
of these papers were believed to refer to expenses 
incurred at Harrisburg and elsewhere, in procur- 
ing a charter for the bank from the State of Penn- 
sylvania, 

On Friday, the 14th, the examination was con- 
tinued, and also on Monday the 17th. At the 
close of it, the Recorder ordered that.“ Nicholas 
Biddle, Thomas Dunlap, John Andrews, Samuel 
Jaudon, and Joseph Cowperthwajte, each enter 
into a separate recognizance, two or more 
good and sufficient sureties, ipfthe sum of $10,000, 
for their appearance at the (Court of General Ses- 
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sions for the City and County of Philadelphia, to 
answer the crime of which they thus stand 


charged.” 





BANK FAILURES. 


The Lebanon Miami Banking Company, the 
Farmer’s Bank of Canton, the Miami Exporting 
Company, the Bank of Cincinnati, the Exchange 
Bank of Cincinnati, the Farmers’ Bank of Orleans, 
New York, and the Suspension Bridge Bank of 
Upper Canada, are broken. As the circulation of 
the last mentioned was chiefly in the neighbor- 
hood of Buffalo, the principal part of the loss will 
fall on American citizens. 





BANK DEFAULTS. 


The first teller of the Commercial Bank of 
New Orleans, is a defaulter to the amount of 
18,000; and the second teller, to the amount 
of $8,300. Both have been committed to prison. 
Their sureties are said to be abundantly able to 
make up the loss. 

The Cashier of the Manufacturer’s Bank at 
Pittsburg, has resigned his station, in consequence, 
it is said, of some financial slip. 

The Grand Jury have found a bill against C. F. 
Blanchard, teller of the Citizens’ Bank at Boston, 
for embezzling 19,000 dollars. 

Some of the Western papers say that Mr. W. 
McK. Ball, once cashier of one of the branches 
of the Arkansas Real Estate Bank, and who was 
accused of being a defaulter, has “run his slaves 
into Texas.” 

Whitney, the ex-cashier of the Gallipolis Bank, 
has escaped from prison. 





INCIDENTS. 


The Secretary of the Hand in Hand, a mutual 
fire insurance company of this city, has proved a 
defaulter to a smai] amount to the company, but 
to a large amount to his friends. He is of re- 
spectable descent, is respectably connected by 
marriage, and was enjoying a salary of 2500 dol- 
lars a year; but he could not resist the tempta- 
tions to speculation which the times sometimes 
since held out, and ruin and disgrace are the con- 

uences. 

orgeries of mercantile notes and of checks, 
are matters of such common occurrence, that we 
can no longer find room to record them one by 
one. The business is not confined to men and 
boys. The women are beginning to engage in 
it. “A lady in black,” at New Orleans, lately 
* succeeded in negotiating several counterfeit drafts. 

The commitments to the Philadelphia County 
prison in the month of December, 1841, amount- 
ed to 420, being 180 more than in the month of 
December, 1840. As the troubles of the times 
increase, we must look for an increase of crime 
and vagrancy. 





The knowledge of the true arr ope of money 
and of credit, ought to be as widely diffused as 
the knowledge of the multiplication table. ‘This 
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object can never be attained by means of the press 
alone, for it is impossible to prevail on more than 
one man in ten to read enough on the subjects of 
currency and credit, to come to a thorough under- 
standing of them. But let four or five men in 
each neighborhood be properly indoctrinated, and 
they will in due time indoctrinate the others, by 
conversation, by lectures, by debates, and by 
“stump speeches.” All these means must be 
resorted to. 





All the pecuniary sufferings of the inhabitants 
of the United States, arise trom ignorance of po- 
litical economy on the part of either the people or 
their rulers. Whoever, therefore, can prevail on 
his friends and neighbors to engage in the study 
of this science, renders a service to his country. 





A blind feeling of hostility to banks may do 
much harm. Wherever it exists, we should en- 
deavor to substitute for it, an intelligent view of 
the evils which paper money banking produces, 
and of the manner in which they are to be re- 
moved. On but few subjects is precision of 
thought more desirable than on those of money 
and credit. 


—_- 
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Journals of political economy usually receive 
but little encouragement: but we have found that 
in almost every place where some gentleman of 
influence takes an interest in this publication, 
some subscribers can be obtained. From distant 
places about thirteen gentlemen have each sent 
us the names of four subscribers; twenty-eight 
have sent us the names of ten each; nine have 
sent us the names of more than ten and Jess than 
seventeen each; four have sent us the names of 
twenty each ; two have sent us twenty-five each ; 
two have sent us the namesof between thirty and 
forty each; one the names of between forty and 
fifty; and one has sent us the names of fifty. 
One other gentleman has subscribed to so many 
copies, on his own account, as to make up the num- 
ber of fifty. We have now some subscribers in 
each of the States, and each of the Territories, 
except Wiskonsan ; yet so low is the price asked 
for the Journal, that it will prove a losing 
concern to us without a considerable addition to 
our subscription list. It must be recollected that 
we derive no income from advertisements. If the 
friends of sound currency and sound credit in 
other places will exerf themselves as gentle- 
men have in the places from which we have ac- 
knowledged the receipts of lists of subscribers, 
this Journal will be placed on a stable found- 
ation. 
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BANK RIOT. 


A tremendous riot has occurred at Cincinnati. 
Considerable feverishness has, it seems, existed 
there for some time in regard to the issues of cer- 
tain banks. ‘This was increased greatly by the 
explosion of the Lebanon Miami Bank, by a reso- 
lution of the butchers no longer to receive certain 
kinds of paper, and perhaps not a little by a deci- 
sion of one of the Courts, that the notes of the un- 
authorised banks, as they are called, could not be 
collected by legal process. As the law could af- 
ford them no redress, certain ae of the popula- 
tion unhappily resolved to take the matter into 
their own hands, and avenge, if they could not re- 
dress their own wron 

On the 10th, the Miami Exporting Company 
closed its doors; and early on the morning of the 
llth, a large crowd assembled in front of the 
Bank of Cincinnati, to demand in exchange for its 
paper, not specie, but the notes of less suspicious 
institutions. ‘The Bank of Cincinnati could not 
long stand the run, and the aon Ne on the 
door a notice that it “ had suspe Sor twenty 

s.”” An effort was made to close the door, but 
the crowd rushed in, and destroyed books, papers, 
furniture, every thing. ° 

They then passed to the Miami Bank, “ and did 
unto that even as they did unto the other.” 

A rush was next made for the Exchange Bank, 
which had continued to redeem its own paper, but 
refused to redeem the notes of the West Union 
Bank, for which it had acted as agent. “It was 
violently assailed, and soon riddled as completely 
as the others had been.” 

The shop of a broker of the name of Lougee, 
was then broken open, and its contents scattered 
about and destroyed. His offence was bis con- 
nection with certain issuers of shinplasters. 

The Mechanic’s and Trader’s Bank was run 
upon through the day, but as it redeemed all its 
paper that was presented, it escaped destruction. 
‘* A number of brokers, for real or supposed con- 
nections heretofore with Shinplaster Manufactor- 
ies, were threatened but not molested.” 

From an early hour in the morning till dark, 
the mob appears to have been triumphant. The 
riot act was read, but they regarded it not. Some 
of the oldest and most respectable citizens of Cin- 
cinnati addressed them, but their exhortations, 
whether made to them en masse, or individually, 
were entirely unsuccessful. The military fired, 
and wounded one man severely, and several 
slightly, but appear to have been either unwilling 
or unable to take the measures necessary to dis- 
perse the crowd. 

This is a dreadful state of things; not, perhaps, 
such as ought to have been unexpected; but not, 
therefore, the less to be deplored. Whether the 
feeling spreads or not, the bare apprehension that 
it will spread, has a tendency to cause a further 
depreciation of bank paper, and thus cause the in- 
nocent holders of this kind of currency, who have 
already lost millions by it, to lose millions more. 

Besides this, when niob violence begins, who 
is to say where it will end. The object of the 
greater part of a mob, may be merely to redress 
wrongs, which the Judiciary or the Legislature 
will not or cannot redress. But in every large 
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city there are multitudes of men looking out for 
plunder. Let the practice be tolerated of break- 
ing open even fraudulent banks, and the next 

will be the breaking open of dwelling homie aa 
the rifling of their contents, not indeed by those 
who by mob violence attempt to redress public or 
private wrongs, but by others under cover of their 
example. 





RATERS OF EXCHANGE. 


At New York, on the 15th of June, bills on London were 
8 (@ 8} prem.; on France, 5.32; @ 5.30. ‘This shows a 
improvement in the foreign exchanges, produced, ps, 
contrivances, and not springing naturally out of the course 


of trade. 

Bills on Philadelphia were 5} (@ 5} dis.; on Ric 6@ 
6}; Savannah, 2) (@3; Mobile, 15 (@ —; N. Orleans, 94 @ 
9}; Nashville, 15 (@ 18; St. Louis, 14 /@ 15; Cincinnati, 12 
(@ 124. On other places, as in our last. 

At Philadelphia, on the 15th, bills on London were quoted 
at 133 (@ 14 prem.; France, 5.00 @ 5.05; on Amsterdam, 41 
(@ 41}; on Bremen, 81} (@ 81}; on Hamburg, 37, showing a 

ht improvement in the foreign exchanges. 

ills on New York and Boston were 5: (@ 5} prem.; on 
Mobile, 124 @ —dis.; on New Orleans, 6 @ — dis.; on Louis- 
ville, 5 @ — dis.; on Cincinnati, 14 @ — dis. On other 
places, as in our last. 


PRICES OF PRODUCE. 

In the prices of lron, Tobacco,‘Rice, and Mess Beef, there 
have been no variation since our last. In some species of 
Cotton, there has been a slight fall, but so small as to be 
hardly perceptible. 

Of the other articles which we have been in the custom of 
quoting, prices were on the 15th as follows: 


At New York. At Philadelphia. 

Flours cic cc be ocean 5.75 (@6.00 6.00 (@6.12} 
Rye Flour -— ( ¢ 4.124(@4.374 

Corn Meal. ......++> 3.00 (@3.12}. +++. be atees 4(@3.124 
WEEE. dono cetines she 150 GIBB. .0<<cancusee tes 1.26 (@1.30 
MB oct ek ees ose Aatee 7B O.75. varevercvecnter 75 (a\.80 
OOS thd.» cqinod av sey sd -0.59 (@0.624 0.49 (0.56 
Oi Ves aves knee ses D4 (OBR. 6 uncccuewnninea 0.41 (@0.42 

py eR Pe ee ee Oe We As 0. 43(@0. 44 
Wool, Am. Merino. .0.34 (@0.36.......+..0s000- 0.38 (@0.40 
Native.....- ODS. (O88. i. 2000.65 sb cee 0.30 (@0.32 
Rye Whiskey “eee 0.18}/@0.20..... Oe ee (@v21 
Mess Pork........+-+ S.75/@10.00. ....scccccccces 8.50 (@9.50 
PINE sie va rncd aes O. BE@O, BR... 2... eeceeee, 0. 5 @0. 7 
Eis. canon das anton RR oe Tats oni hieees che 53(@0. 8 

Cheese......+.++++++-0. 7 @0. 8 0. 7}(@0. 8% 


PRICES OF BANK NOTES. 


According to the “ New York Shipping and Commercial 
List,” of Saturday, January 15th, there had been an increase 
in the discount of the notes of most of the banks in the in- 
terior of the State of New York, as compared with pri- 
ces i = Ist of January. They are quoted generally at 
— (@ 1} dis. 

The discount on the notes of most of the country banks 
Pennsylvania had increased from 4 to 6 (@ 8 per cent. 
that on North Carolina notes from 5 to 6 per cent. 

A fluctuation of but one or two per cent. in a paper cur- 
rency, in the period of two weeks, is quite moderate: py 
the notes of the banks of some of the States, there has 
a fall of more than 10 per cent. Louisiana notes were 
ed at New York, January Ist, at — @ 10 dis; Jan. 1th, a 
10 a 25 dis.; Alabama, Jan 1, — @ Wdis.; Jan. 15th, 

25 dis; Illinois, Jan. 1, 12 @15 dis.; Jan. 15, 20/@25 dis. 


At Philadelphia, on the 15th of January, to 
“the Commercial List,” the premium on New Yorkie 


England, and East Jersey notes was 41 /@ cent., being 4 
; tte discoun 


§ per cent Jess than on the Ist of January. 

on West Virginia notes was 8 per cent.; being 1 more — 
on the Ist of Jan. On Alabama noves 15 percent., boing 
more than on the Ist of Jan. On Louisiana notes 10 @ 
dis., being 5 (@ 10 more than on the first of Jan. On Minois, 
15 (@ — dis., being 7 more than on the Ist of January. 

Thus we begin the year, witha fall of from 5 to 15 = 
in a fortnight, in the value of the notes of the banks 
several of the States. 

in the prices of the notes of other banks, there has been 
no material variation. For their rates, the reader is Te- 
8pectfully referred to the table in our last. 


SPECIE. 

Patriot doubloons are quoted at New York at 15.75 to 
15.90. Mexican dollars at}(@ 4} prem. These are but very 
slight variations from the prices given in our Jast: and in 
oo. denominations of coins there has been no variation 
w ver. : 
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CHAPTER IIL. 
Of Continental Money. 


Accorptne to an estimate by the Register 
of the Treasury, in 1790, the issues of con- 
tinental money were as follows, viz.: 


Old Emission New Emission. 
Dolls. 


Polls, ths. SOLAS. 
Tn 2776. veackes 20,064,464 66 
hanasu 56,426, 
R7eGr ears Fs 16,965,269 34 
1779. ....-.149,703,856 77 
MMOs ives GOR SSD (GFosccaviscece 291,836 80 
VIG se us 11,408,095 00.......... 1,179,249 00 


$ 357,476,541 45 $ 2,070,485 80* 


The first emission was dated May 10, 1775, 
but the notes were not actually in circulation 
till the August following.t 

Till the issues exceeded nine millions, the 
bills. according to the concurrent testimony of 
Mr. Jefferson and Mr. Paine, passed at their 
nominal value. The depreciation afterwards 
was very great. The rate of exchange for 
hard money at Philadelphia, from January, 
1777, to May, 1781, was as follows, ac- 
cording to a table taken from the merchants’ 
books, and published by Mr, Pelatiah Web- 
ster. 


1777. January, «..+..s+ «++-13/1779. April, ...12}, 14, 16, 22 
7 td Ma Pew oe 84 


February, «s+ -.+++++0 We ase : 
Wareh. ss odes sct.beee June,....... +22, 20, 18 
Anche vio svacses qasens Qh JULY, 4.0 500405 18, 19, 20 
DY +220 cece raseeees 24; $$August,...-.-.s.0s. 
JUNG seeds voices sures 23 September,...... 20, 28 
JONG 5 a0 0 cesccacdevcece 3 October,.......0..+: 
AUGUSE, «os sere eeeeee 3 November, ..... .32, 45 
September, ....«0+++++ 3 December, .....-45, 38 
bar. cet adevan’ 3 |1780. January,........ 40, 45 
November, «..-....++ February, ...-... 45, 55 
December,...+.«.ee0e. 4 Maeda si ccccaaes 60, 65 
1778. January, ...-+.ssseee 4 Eves 60 
February, «esse eeeeees 5 MAay,scvccscceascess 60 
OSE ao ole dean enshe 5 POUR oon oon nn wade 
April, «ce cccscccsecees 6 Daly, cs ecoe conte 
May 5 August,...+...-. 65, 75 
JONG, o ci'uc ca gaseades 4 September, eaeste 
Fale pace vestcncbaatens 4 October,......... 75, 80 
AUguSt, ...ccccceccces 5 November,..... 80, 100 
ptember, ..+.ceceees MOTs 80d 60d 100 
Oetober, sca cacncrdecss 5 |1781. January, ........-. 
November, ....-.+...+: 6 February,..... 100, 120 
mber,. swe aes Plarch,. ...0e0. 120, 135 
1779. January, «..-«++. 7,8,9 April. ocsesaee 135, 200 
FUATY, 000s secees 10 BY, caccessce 200, 500 


On the 31st of May, 1781, the continental 
bills ceased to circulate as money, but they 
were afterwards bought on speculation at va- 
rious prices, from four hundred for one, up 
to one thousand for one. 

The value of continental paper was not the 
same in different parts of the country. The 


*See the American Almanac for 1850. 

t Most of the facts in this chapter have been derived from 
a series of essays by Pelatiah Webster, a merchant of Phila- 
delphia, and an uncle of Noah Webster, the grammarian.— 
They were published at different intervals, from 1776 to 
1780, . a et form, and collected into a volume, with 
notes, in . 
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exchange was, for example, December 25th, 
1779, at thirty-five for one in New-England, 
New-York, the Carolinas, and Georgia ; and 
at forty for one in Pennsylvania, New-Jer- 
sey, Delaware, Maryland, and Virginia. 

An account taken from the books of mer- 
chants in Virginia, shows that the deprecia- 
tion there regularly followed that in Phila- 
delphia, though, towards the close, it some- 
times lagged a month or more behind. ‘Thus, 
when exchange was in Philadelphia at one 
hundred for one, in January, 1781, it was in 
Virginia at seventy-five for one : and in April, 
when exchange in Philadelphia was at one 
hundred and thirty-five for one, it was in Vir- 
ginia at one hundred for one. 

As late as May, 1781, speculations were 
entered into at Philadelphia, to purchase con- 
tinental money at two hundred and twenty- 
five for one, and sell it at Boston at seventy- 
five for one. 

It is worthy of remark that * the deprecia- 
tion of continental money never stopped the 
circulation of it. As long as it retained any 
value at all it passed quick enough : and would 
purchase hard money or any thing else, as 
readily as ever, when the exchange was 200 
for 1, and when every hope, or even idea, of 
its being ultimately redeemed at nominal value 
had entirely vanished.’’t 

The facility of raising ways and means, in 
the early part of the war, by issues of paper, 
led to much extravagance in the commissary 
department, and prevented the establishment 
of a sound system of finance. It is said that 
when a proposition was before Congress to 
establish a regular revenue system, one mem- 
ber exclaimed, ‘* Do you think, gentlemen, 
that I will consent to load my constituents 
with taxes, when we can send to our printer, 
and get a wagon load of money, one quire of 
which will pay for the whole !’’§ 

Our ancestors were lavish of their blood, 
in defence of their rights. If it was through 
a wish to save their treasure that they resorted 
to paper-money, they did not succeed in their 
object. As a mode of raising revenue, it 
might be compared to a tax, the expenses of 
collecting which were many times as great as 
the sum brought into the treasury. The 
benefit the government derived from it, was 
in no way commensurate with the burden it 
imposed on the people. Most of the loss fell 
on the Whigs, as it was in their hands the pa- 
per depreciated. The Tories, who had from 
the beginning no confidence in it, made it a 
rule to part with it as soon as possible. 


1P. W. § Ib. 
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This continental money was, in its_true 
character, a simple evidence of debt due by 
the government: and may, as such, in the 
first stage of its operation, be compared to the 
forced loans which the potentates of Europe 
have at times extracted from their subjects. 
As a forced currency, it may be compared to 
the base coin which the same potentates have 
issued in other seasons of difficulty. The 
resort to it can be justified (if it can be justi- 
fied at all) only on the plea of state necessity 
—a pleaso easily made that it ought never to 
be sdoattied without close examination. 

It is difficult to believe that a people so de- 
voted to liberty as were the Americans of that 
day, would have been backward in their con- 
tributions for the necessary expenses of war, 
if they had not been taught by some of their 
leading men that taxation was quite unneces- 
sary, and that paper-money would supply 
every financial want. ‘* What a shame it 
is,”’ said a patriotic old lady, “* that Congress 
should let the poor soldiers suffer, when they 
have power to make just as much money as 
they choose.”’ 

The best, if not the only excuse, for the 
policy which was adopted is, perhaps, to be 
found in the opinion then prevalent, that mo- 
ney was something which derived its value 
from the authority of government. In no 
other way can we apologise for the acts which 
imposed severe penalties on those who re- 
fused to exchange their merchandize for pa- 
per, and which in some instances even out- 
lawed the supposed offender. 

When the continental money was first is- 
sued, an expression of doubt as to its value, 
involved suspicion of disaffection to the cause 
of the country. As the issues increased, the 
prices. of goods necessarily rose; but this was 
attributed to combinations of the merchants 
to raise the price of their merchandize, 
and to sink the value of continental money. 
They were called Tories, speculators, and 
many other hard names; and their stores 
were forcibly broken open, and their goods 
sold at limited prices by committees of the 
neighbors.* 

‘“The fatal error,’’ says Mr. Webster, 
‘* that the credit and currency of continental 
money could be kept up and supported by 
acts of compulsion, entered so deep into the 
minds of Congress, and all departments of 
administration through the States, that no 
consideratton of justice, religion, or policy, 
or even experience of its utter inefficiency, 
could eradicate it: it seemed to be a kind of 


*P.W. Note to Essay of July, 1779. 


obstinate delirium, totally deaf to every argu- 
ment drawn from justice and right, from its 
natural tendency and mischief, from common 
justice, and even from common sense. 

** Congress began, as early as January 11th, 
1776, to hold up and recommend this maxim 
of maniaism, when continental money was 
but five months old. Congress then resolved 
that ‘ whoever should refuse to receive in pay- 
ment continental bills, should be declared and 
treated as an enemy of his country, and be 
precluded from intercourse with its inhabi- 
tants,’ i.e. should be outlawed: which is the 
severest penalty (except of life and limb,) 
known to our laws. 

** This ruinous principle was continued in 
practice for five successive years, and ap- 
peared in all shapes and forms, i. e. in fender 
acts, in limitation of prices, in awful and 
threatening declarations, in penal laws, with 
dreadful and ruinous punishments, and in 
every other way that could be devised, and 
all executed with a relentless severity by the 
highest authorities then in being, viz. by 
Congress, by assemblies and conventions of 
the States, and by committees of inspection, 
(whose powers in those days were nearly 
sovereign,) and even by military force: and 
though men of all descriptions stood trembling 
before this monster of force, without daring 
to lift a hand against it during all this period, 
yet its unrestrained energy always proved in- 
effectual to its purposes, but in every case 
increased the evils it was designed to remedy, 
and destroyed the benefits it was intended to 
promote: at best its utmost effect was like 
that of water sprinkled on a blacksmith’s 
forge, which, indeed, deadens the flame for a 
moment, but never fails to increase the heat 
and flame of the internal fire. Many thou- 
sand families of full and easy fortune, were 
ruined by these fatal measures, and /ie in ru- 
ins to this day, (1790) without the least benefit 
to the country, or to the great and noble cause 
in which we were then engaged.” 

After this account of the nature of the sys- 
tem, the reader will readily believe Mr. Web- 
ster, when he says, in an essay published in 
March, 1780, ‘‘ frauds, cheats, and gross dis- 
honesty are introduced, and a thousand idle 
ways of living are attempted in the room of 
honest industry, economy and diligence, 
which have heretofore enriched and blessed 
this country.” 

In various parts of his essays, he adverts 
to the sufferings of the people from the ne- 
cessary incidents of the war. The price of 
foreign commodities was increased many per 
cent. ‘There was ‘‘ an extreme scarcity and 
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want of some necessary articles; for exam- 
ple, much meat was spoiled and lost for want 
of salt to preserve it: and many trades and 
manufactures were either wholly stopped or 
greatly diminished for want of materials.— 
Another hardship very sensibly felt was the 
force which was used with all descriptions of 
men in seizing their goods, wagons, stock, 
grain, cattle, timber, and every thing else 
which was wanted for the public service.— 
To these may be added the captures, the 
ravages, and depredations, the burnings and 
plunders of the enemy, which were very ter- 
rible and expensive. ‘They had possession, 
first or last, in the course of the war, of 
eleven of the capitals of the thirteen States, 
pervaded the country in every part, and left 
dreadful tracks of their marches behind: 
burning in cool blood, a great number not 
only of houses, barns, mills, &c., but also of 
most capital towns and villages.”’ Yet these 
evils were not as great in the judgment of 
Mr. Webster, (and he was an eye-witness 
and a participator of these sufferings,) as those 
which were caused by continental money and 
the consequent irregularities of the financial 
system. ‘+ We have suffered more from this 
cause,”’ he says, ‘* than from every other cause 
of calamity: it has killed more men, pervaded 
and corrupted the choicest interests of our 
country more, and done more injustice than 
even the arms and artifices of our enemies.’’* 

‘‘ While we rejoice in the riches and 
strength of our country, we have reason to 
lament with tears of the deepest regret, the 
most pernicious shifts of property which the 
irregularities of our finances introduced, and 
the many thousands of fortunes which were 
ruined by it; the generous, patriotic spirits, 
suffered the injury: the idle and avaricious 
derived benefit from said confusion.’’t 

Certain compulsory measures of the Exe- 
cutive Council of Pennsylvania, designed to 
support the credit of continental money and 
of the State bills, gave the fatal blow to the 
system, in May,1781. Mr. Webster gives a 
minute account of the proceedings; but we 
deem it unnecessary to transcribe them, for, 
as he justly observes, ‘* they will appear to a 
stranger as intricate and as hard to understand 
as the prices of stocks in Change Alley.”” We 
doubt not, however, “that they were per- 
fectly understood by people of all ranks at 
that time, inasmuch as every variation of the 
exchange altered the value of all their cash 
on hand.” 


*P.W. Essay of Jan. 8th, 1780. 
{ Note to Essay of Feb. 20th, 1780. 
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“'Thus,’”’ he exclaims, after having nar- 
rated the proceedings of the Executive Coun- 
cil, and their important effects, ‘thus fell, 
ended and died, the continental currency, 
aged six years. Bubbles of another sort, 
such as the Mississippi scheme, in France, 
and the South Sea in England, lasted but a 
few months, and then burst into nothing: but 
this held out much longer and seemed to re- 
tain a vigorous constitution to its last: for its 
circulation was never more brisk than when 
its exchange was 500 to one ; and yet it ex- 
pired without a groan or struggle ; and I be- 
lieve of all things which ever suffered disso- 
lution since life was first given to the crea- 
tion, this mighty monster died the least la- 
mented. 

‘“‘If it saved the State, it has also polluted 
the equity of our laws ; turned them into en- 
gines of oppression and wrong; corrupted 
the justice*of our public administration ; de- 
stroyed the fortunes of thousands of those 
who had the most confidence in it; enervated 
the trade, husbandry and manufactures of our 
country, and gone far to destroy the morality 
of our people.” 

Many who are yet living can attest the 
truth of this statement. 


CHAPTER IV. 
Of the Bonk of North America. 


Ir is a common opinion that the Bank of 
North America rendered essential service du- 
ring our revolutionary straggle—that without 
it, the achievement of independence would 
have been difficult, if not impossible. As- 
sertions to this effect have been made with 
so much confidence, that we once believed 
them to be well-founded ; but on examination 
we find— | 

trst, Thatthe capture of Cornwallis, which 
is described by historians as the closing scene 
of the revolutionary war, took place on the 
19th of October, 1781, and that the bank 
did not go into operation till January 7th, 
1782. 

Secondly. That the whole amount of ex- 
penditures of the United States government 
in the year 1782, was only three million six 
hundred thousand dollars ; and in 1783, only 
three million two hundred thousand dollars. 
Large loans were negotiated in Europe in 
these years: ‘‘and such a conviction of the 
necessities of public supplies generally took 
place through the States, that considerable 
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sums were obtained by a tax on polls and real 
estates.’’* 
Thirdly. The whole amount subscribed 


by individuals to the bank did not, as appears | 


from the concurrent testimony of Mr. Robert 
Morris and Mr. Governeur Morris, exceed 
70,000 dollars. 

Fourthly. From statements made by Mr. 
Robert Morris, in public debate, in the Legis- 
lature of Pennsylvania, in the year 1786, it 
appears that the advances made by the bank 
to the government, above the amount of sil- 
ver money actually paid in by the govern- 
ment, never did exceed 165,000 dollars, and 
for a part of the time did not amount to 50,000 
dollars.t 

The reader, on duly considering these 
facts, will probably be convinced that the ser- 
vices rendered by the Bank of North America, 
during our revolutionary struggle, have been 
grossly exaggerated. 

From the beginning of the year 1780, till 
the close of the war, hard money was very 
plenty. This ‘was occasioned by large 
sums, by various means, coming from the 
English army at New-York, and spreading 
through the States : also by large sums remit- 
ted by France to their army and navy here ; 
also by large importations of hard money from 
the Havana and other places abroad: so that 
hard money was never more plenty nor more 
easily collected than at that time.” In a 
note to an essay of later date, Mr. Webster 
says, ‘the States were really overrun with 
abundance of cash: the French and English 
armies, our foreign loans, Havana trade, &c., 
had filled the country with money.” 

‘* It has been asked,”’ says Lord Sheffield, 
‘* what has become of the money which we 
have sent during the war to America? Some 
has come back—a considerable part is the cir- 
culating cash within ourlines. Many British 
subjects in New-York have very large sums 
in their possession. ‘The Dutch and Ger- 
mans, whose number is not inconsiderable, 
have hoarded up—and it is believed consid- 
erable sums are concealed. 

‘France sent (not included in the debt) 


*P. W. 
+ From the statements of Mr. Robert Morris, the accounts 
of the government with the bank were as follows: 








Cr. Dr. 
April 2d, ...1782..... $252,918)300.000 ..........0....; 47,082 
July. «0.02. 17BDsc. 00s 252,918] 400,000 .......0...005. 147,082 
October My See 253, MOOS wi ches Suen enes 146,606 
January 1783. SESE IOG.000 wc nciccds seness 46,606 
April, ...... WIGB. occa PR ivoasses .¢sscers 46,606 
SU ga crc tes BIBI. << ci ccaeta 129,800 . . - 129,200 
October, .... BIBS)... cs vb dens’ Ey dh dn tdeencyss, 164,781 


January Ist, 1784, the debt was discharged. 


The last column shows the amount in which the govern- 


ment was in debt to the bank, at the different periods men- 
tioned, 
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above six hundred thousand pounds sterling 
in specie to America, being obliged to send 
cash.’’t 

The operations of the war caused such a 
drain of specie from Europe, that the Bank 
of England was brought into jeopardy, and 
the Caisse «’ #scompte at Paris actually sus- 
pended payment in 1783; and such a flux of 
specie into the United States, that, as Mr. 
Webster observes, ‘* hard money was never 
more plenty or more easily collected.” 

Such being the state of the money market, 
it is difficult to believe that the government 
might not, if the bank had not been estab- 
lished, have obtained a loan of fifty thousand 
to one hundred and sixty-five thousand dollars 
from some other source. It does not appear 
that the bank ever made advances to the go- 
vernment, except on the best security. For 
at least eighty thousand dollars of the amount, 
the state of Pennsylvania was guarantee.— 
For the residue of the amount, the govern- 
ment might have pledged the proceeds of the 
taxes, or bills on Europe: and on the same 
security, itis probable, individuals would have 
made the advances, especially as money was 
so abundant, and the news of peace confi- 
dently expected. 

The truth is, that the project of establishing 
a bank in Philadelphia had been conceived by 
Mr. Robert Morris, before the commence- 
ment of the war, as appears from his own 
declaration :§ and he had entered into nego- 
tiations in Europe with a view to effect this 
object. Buta project for a bank about the 
year 1763, had been vigorously opposed on 
the ground that it would give a few men undue 
advantages in trade: and it is probable that 
Mr. Robert Morris’s scheme would have en- 
countered spirited opposition, if it had not 
been brought forward as a fisca/ measure, and 
at a time when neither the legislature nor the 
people could give it the consideration which 
it deserved. 

He submitted his plan to Congress in May, 
1781, and on the 26th of the same month it 
was approved by that body. ‘ Yet,’’ he 
says, ‘‘ until the month of September or Oc- 
tober following, there were not more subserip- 
tions in the whole, than amounted to about 
70,000 dollars. During the time, one of His 
most Christian Majesty’s frigates arrived at 
Boston, and brought a remittance in specie, 
of about 470,000 dollars. The sum was 


1 Observations on the Commerce of the American States. 
June 2st, 1783. 

§See Carey’s “Debates and Proceedings of the General 
Assembly of Pennsylvania, on the memorials praying a re- 
peal or suspension of the law annulling the charter of the 
bank.” Phila. 1786. 
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brought to Philadelphia and deposited in the 
vaults of the bank. I determined from the 
moment of its arrival, to subscribe on behalf 
of the United States, for those shares in the 
bank which remained vacant: but such was 
the amount of the public expenditures, that 
notwithstanding the utmost care and caution 
to keep this money, nearly one-half of the 
sum was exhausted before the institution could 
be organized. In November, 1781, the pre- 
sident and directors of the bank were elected : 
they obtained a charter of incorporation from 
Congress—and opened the bank for transact- 
ing business in January, 1782. I subscribed 
the sum then remaining in the treasury, being 
about 254,000 dollars, into the bank stock, 
per account of the United States, which be- 
came thereby the principal stockholder.’’* 
As is remarked by Mr. Gouverneur Morris, 
the sum subscribed by Government may be 
said to have been paid in with one hand, and 
borrowed with the other; leaving the bank 
but seventy thousand dollars at most for its 
roper operations. On this amount it under- 
took to make advances to the government and 
to individuals; but as the experience of the 
evils of continental money was fresh in the 
minds of the people, some difficulty was en- 
countered in giving currency to the notes of 
the bank. ‘To remove this * prejudice,”’ the 
gentlemen who were interested in the institu- 
tion were, as we have learned from undoubted 
private authority, in the practice of request- 
ing people from the country and laboring men 
about town, to go to the bank and get silver in 
exchange for notes. When they went on 
this errand of neighborly kindness, as they 
thought it, they found a display of silver on 
the counter, and men employed in raising 
boxes containing silver, or supposed to con- 


*It may be made a question, whether the hole of the 
original capital of the bank was not advanced by govera- 
ment. Thomas Paine says, in one of his tracts, “it is well 
known that the bank originated in another bank, called the 
Bank of Penusylvania, which was formed in the Spring of 
1780. On the 17th of June, it was resolved to _— a security 
subscription to the amount of 300,000 pounds, Pennsylvania 
currency, in real money ; the subscribers to execute bonds for 
tie amount of their subscription, and to form a bank for 
supplying the army.” He rwards speaks of some of these 
subscriptions being transferred to the Bank of North America. 

From the journals of Congress it appears that the Board 
of Treasury was directed to deposit in this Pennsylvania 
Bond Bank, “ bills of exchange, in favor of the directors 
thereof on the Ministers of the United States in Europe, or 
any of them, and in such sums as shall be thought conveni- 
ent, but not to exceed in the whole £150,000 sterling.” 

Were the seventy thousand dollars, which were subscribed 
by individuals to the bank of North America paid in bonds 
orin money? Wasa part of the four hundred and seventy 
thousand dollars received by the French frigate, used in re- 
deeming some of these bonds: and was it in this way sub- 
scriptions were transferred from the old Bond Bank to the 
Bank of North America: or were the seventy thousand dol- 
lars paid in by individuals without any trafficking with Go- 
vernment? These questions are, perhaps, rather curious 
than useful : but our knowledge of the contrivances for form- 
ing bank stock in our own day, makes us desire to see an ex- 
ee of the seventy thousand dollars’ subscription by 

ndividuals. 
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tain silver, from the cellar into the banking 
room, or lowering them from the banking 
room into the cellar. By contrivances like 
these, the bank obtained the reputation of 
possessing immense wealth ; but its hollow- 
ness was several times nearly made apparent, 
especially on one occasion, when one of the 
copartners withdrew a deposit of some five or 
six thousand dollars, when the whole specie 
stock of the bank did not probably exceed 
twenty thousand. 

By these means, and by the assistance of 
the United States Government, the notes of 
the bank became current: and so profitable 
was the business that the early dividends were 
at the rate of from 12 to 16 per cent. per an- 
num. This naturally created a desire in 
others to share in so very lucrative a trade. 
A project was therefore formed for establish- 
ing a second bank, to be called the Bank of 
Pennsylvania. ‘This, they who were inter- 
ested in the Bank of North America strenu- 
ously opposed, fearing the effect of a rival 
institution in Philadelphia. ‘To prevent its 
being established, they opened their books 
for additional subscriptions ; but not without 


murmuring loudly at the hardship of receiv- 
ing new partners.t 


t The following is an extract from a pamphlet, published 
in 1785, entitled an “Address to the deters Assembly of 
Pennsylvania, on the abolition of the Bank Charter.” 
“After the peace, when the os ees of the bank had 
been felt, and the property of the stock had become secure, 
an opposition was raised by some of the same persons who 
are now the opposers, bat on grounds somewhat different.— 
For then, instead of considering the bank as pernicious, it 
was considered to be so highly beneficial that they must 
needs have two. They did indeed complain of the old Bank. 
But for what? Not because the capital was so large as to 
threaten general ruin; but because the directors would net 
open a subscription to make it larger. And what was the 
modest request of that day? Why, truly, such an extension 
of the capital as might enable those who had waited for 
events in perfect ease and safety, to enjoy the same advan- 
tages with those who had borne the burden, and run the risk 
of the contest. It was, indeed, a hard case that many worthy 
ntlemen, who would not have given a shilling to save the 
te, should be obliged to oa ote $500 for a share in a 
bank which had cost but $ . or to lend their money on 
bond and mperignae to the farmers of Pennsylvania. A very 
hard case : and so loudly did they complain of it, that at last 
many sensible members of Assembly were prevailed on to 
believe it would be a good thing to have two banks. ‘l'wo 
shops to go to—for that was the fashionable phrase. Aud 
they were the more easily led into this opinion, becaure it 
was laid down by some in high stations, for whose senti- 
ments they had acquired an habitual respect. 
= consequence of the noise male at the time, must be 
well remembered. The Assembly were plagued with long 
arguments on both sides,which might have been spared, and 
then, all at once, the thing was Saabed up and accommo- 
dated. Because, such of the promoters of the new bank as 
had money, found out their new friends had none. Because 
they all found out the scheme did not promise so much either 
of security or profit, as was imagined. And because they 
had not too much confidence in each other, being (like Nebu- 
chadnezzar’s image) composed of discordant materials. ‘hey 
agreed, therefore, to abandon their project, on certain condi- 
tions acceded to by the old bank; one of which was to extend 
the subscription, and this it .is which has converted all the 
surplus money of the State into bank stock. For otherwise, 
Jet the price of a share have risen ever so high, nay, had it 
ee to 4,000 instead of 400 dollars, not one penny would 
ave been added to the bank capital. But in proportion as 
stock rose, the dividends would have been less valuable. 
“Tt is notorious, that if the directors had not been under 
compulsion, they would not have extended the subscriptions 
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In the year 1784, the bank did a very ex- 
tensive business; and by the beginning of 
1785, the effects of its operations began to be 
very apparent. ‘They are such as banking 
has always produced—a temporary plentiful- 
ness of money, followed by great scarcity, 
usury, ruin to the many, riches to the few. 
‘These effects were ably set forth in petitions 
to the Assembly, from the inhabitants of 
Philadelphia, and of the counties of Chester 
and Bucks, presented on the 21st and 23d of 
March, praying for a repeal of the charter of 
the bank. These petitions were referred to 
a committee, who, in a report of the 25th of 
the same month, fully sustained the allega- 
tions of the petitioners, and recommended a 
repeal of the charter. This recommendation 
was carried into effect, at the ensuing session, 
on the 13th of September, 1785. 

Thus we find that the first bank established 
in this country produced so much evil, that 
its charter was taken from it in less than four 
years after it had commenced operations. 

The bank, however, claiming the right of 
prosecuting its business under the act of Con- 
gress, continued its operations, though on a 
more moderate scale. In 1786, an attempt 
was made by its friends to obtain a renewal 
of the charter from the State of Pennsylva- 
nia, but it was successfully opposed by Wil- 
liam Findlay, of Westmoreland, Mr. Smilie, 
of the same county, and other leading demo- 
erats. It is difficult, however, for the people 
long to withstand the efforts of a powerful 
moneyed interest: and it being pleaded with 
some show of reason, that the forms of the 
constitution had not been properly regarded 
in taking away the charter, and many persons 
fearing a return of the old paper-money sys- 
tem, the bank was reincorporated on the 17th 
of March, 1787, with limited powers, and for 
fourteen years. By successive acts of the 
Legislature, it has been continued in existence 
to the present day.* 





CHAPTER V. 
Of the Old Bank of the United States. 


“Ler the Americans,” said Wm. Pitt, 
‘‘adopt their funding system, and go into 
their banking institutions, and their boasted 
independence will be a mere phantom.” 

No small number of Americans were of a 
similar opinion: but it was contended by 
others, that if the revolutionary debt were not 
beyond the first 400,000 dollars, It is notorious that any ad- 


dition to the number of shares lessens the value of each.” 


* For further particulars respecting the early history of the 
Bank of North America, see Appendix. , z 
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funded, injustice would be done to the public 
creditors. Outof this funding system sprung 
the old Bank of the United States, for three- 
fourths of its capital consisted of public stocks. 
The bank, its friends averred, was neces 

to support public credit, and to aid the fiseal 
operations of the federal government. Its 
opponents contended that it was anti-republi- 
can in its tendeney, and that the constitution 
gave Congress no power to establish such an 
institution. 

The period immediately succeeding the 
revolutionary war, was, in a peculiar sense, 
an age of speculation. Trafficking in sol- 
diers’ certificates, in the public lands, and in 
the various evidences of the public debt, was 
the business of many who had money, and 
of many who had not. Perhaps the fortunes 
some thereby acquired, may have excited en- 
vy, and thus increased an opposition to the 
system which had its origin with some in 
political, and with others, in moral reasons. 
Be this as it may, the Bank of the United 
States was regarded as the capstone of a 
policy which was viewed as very objectiona- 
ble: and the democratic journals of the day 
abounded in what one of our most respecta- 
ble authors calls ** abuse of the banking and 
funding system.” 

Mr. Jefferson’s opposition to banks was of 
the most decided character. In his preface 
to Destutt Tracy’s Political Economy, he 
denounced them as parasitical institutions ; and 
he seldom let slip an opportunity of express- 
ing his abhorrence of their whole scheme of 
operations. His objections to the Bank of 
the United States on constitutional grounds 
were as strong as his objections to all paper- 
money establishments on economic principles. 
In opposing the incorporation of this bank he 
said, ‘* I consider the foundation of the con- 
stitution as laid on this ground, that ‘ all pow- 
ers not delegated to the United States by the 
constitution, nor prohibited by it to the States, 
are reserved to the States or the people.’ ‘To 
take a single step beyond the boundaries thus 
specially drawn around the power of Con- 
gress, is to take possession of a boundless field 
of power, no longer susceptible of definition. 
The incorporation of a bank, and other pow- 
ers assumed by this bill, have not, in my opin- 
ion, been delegated to the United States by 
the constitution.’ After showing that the 
powers were not among those specially enu- 
merated, nor in any of the general phrases, 
he added, *‘ It is known that the very power 
now proposed as a means, was rejected as an 
end by the convention which formed the con- 
stitution: a proposition was made to them to 
authorize Congress to open canals, and an 
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emendatory one to empower them to incorpo- 
rate ; but the whole was rejected, and one of 
the reason$ urged in the debate was, that then 
they would have power to create a bank, 
which would render the great cities, where 
there were prejudices or jealousies on this 
subject, adverse to the reception of the con- 
stitution.” 

The bank was not established by a strict 
party vote, for eleven out of thirty-nine who 
voted for it were democrats, and six out of 
twenty who opposed it were federalists ; but 
it afterwards became, as Mr. Niles says, one 
of the landmarks of party. In the second 
Congress, in which there were more demo- 
erats than in the first, a resolution, declaring 
the bank charter unconstitutional, was within 
one vote of passing the House. 

The hostility of the demoeratie party to 
the bank, was but little abated for many 
years ; but as the time approached for the ex- 
_ piration of the charter, enmity to the institu- 


tion gave way, in a great-degree, to fear of. 


the distress which the winding up of its af- 
fairs would produce. ‘The pens of numerous 
scribes were employed in portraying the 
manifold evils which must come upon the 
country, and deputations of merchants and 
mechanics were sent from Philadelphia to 
Washington, to beg Congress to avert the im- 
pending danger.* 


* See the public papers of the day. 

Of the feeling with which a portion of the community re- 
garded the prospect of a non-renewal of the bank charter, an 
opinion may be formed from the following extract from a 
pamphlet, by Mr. M. Carey, entitled “ Desultory Reflections 
upon the Ruinous Consequences of a Non-Renewal of the 
a of the Bank of the United States,” published in May, 

“In the history of nations, as well as of individuals, there 
are to be found occasional moments of frenzy, in which every 
movement bafiies the calculations of the politician, the mo- 
ralist, and the philosopher. To the distractions and derange- 
ments of our affairs with the European world we are, with 
almost incredible folly, preparing, by allowing the charter 
of the Bank of the United to expire, to add an awful 
scene of internal disorder and confusion, of private and pub- 
lic bankruptcy. I have gone over my calculations anew ; 
sifted the factson which my opinions are founded; turned 
therm in every ible point of view, to discover errors if any 
there were. But the result of every examination has been 
an invariable conviction of the reality of the danger, the 
momentary frenzy of too many of my fellow citizens, and 
the awful consequences of the prevailing apathy, if it should 
continue.” 

By the next session of Congress, Mr. Carey's fears were in 
no degree abated, as will be seen by the following extract 
from another pamphlet, published December J5th, 1810, and 
entitled “ Nine Letters to Dr. Adam Seybert, Representative 
in Congress for the City of Philadelphia.” 

“ Never have [ addressed my fellow-citizons with more so- 
licitude than [ feel at present. The question at issue, re- 
epectiog the renewal of the charter of the Bank of the United 

tes, in its consequences upon the character of the country, 
and upon the prosperity and happiness of a large portion of 
its most valuable citizens, I conceive to be of more import- 
ance than any one that has been agitated for twenty years,” 
He then intimates to members of from parts of the 
country remote from the operations of banking, that they 
are liable to he bewildered and led astray; to be instrumental 
in mening the barque of public credit upon rocks and quick- 
sands, an producing an avoful scene of destruction, the conse. 
quences or terminations of which elude the power of calculation. 
At such a crisis, it behooves every man whose experience in 
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The predictions that were so confidently 
made of the ruin that would overspread the 
land, if the charter were not renewed, had their 
intended effect on some of the democratic 
members. But after a full discussion, the 
bill was indefinitely postponed on the 24th 
of January, 1811, in the House of Repre- 
sentatives by a majority of one, the vote be- 
ing sixty-five to sixty-four. ‘The National 
Intelligencer said, on recording the vote, that 
if the question had not been on the indefinite 


postponement, but on the passage of the bill, 


the majority would have been much greater. 

Another bill was brought before the Sen- 
ate; but, on the 20th of February, the first 
section was struck out by the casting vote of 
the vice-president, George Clinton. 

The Senate gave this vote, which was 
equivalent to a rejection of the bill, only eleven 
days before the charter expired. The bank 
made application in this interval for such an 
extension of its charter as would enable it to 
wind up its concerns. But the committee of 
the House, to whom the memorial was refer- 
red, reported, through their chairman, Mr. 
Henry Clay, * that, holding the opinion, (as 
a majority of the committee do,) that the 
constitution did not authorize Congress origi- 
nally to grant the charter, it follows as a ne- 
cessary consequence of that opinion, that an 
extension of it, even under the restrictions 
contemplated by the stockholders, is equally 
repugnant to the constitution.’’t 

Trustees were then appointed, and they 
proceeded so rapidly in winding up the con- 
cerns of the bank, that on the Ist of June, 
1812, they paid over to the shareholders 70 
per cent. of the capital stock, and 18 per cent. 
more on the Ist of October.t 


* 


any ree qualifies him to shed light upon the subject, to 
step ly forward, and use his endeavors to preserve so 
many vital interests as are at stake from the destruction 
which menaces them. In sucha cause, indifference and guilt 
would perhaps be synonymous. Influenced by these motives, 
and unalterably convinced of the reality of the impending 
ruin, [ resolved, at the risk of the abuse, the calumny, the 
malignity, and the persecution, to which every man is liable, 
who, on such occasions, takes an active part, to raise my 
feeble voice in defence of a cause. I fully resolved 
that, come the calamity when it might, [ should be able to 
wash my hands from any participation in the guilt, even by 
neutrality.” 

t Legislative History of the United States Bank. 

| Mr. Raguet, in his Examiner for October 1, 1834, gives 
the following statement of the amount paid to the stock- 

lders, since the expiration of the charter. 

*1812, June 1, 70 percent. 
~~ Oe. i, Is « 


1813, Aprill, 7 ee 
1815, April 3, 5 “ 
1817, April 7, 4 os 
7, pril 7, 4 per cent. 
1820, April24, 13 * 
1823, ay 9, * = 
1830, May 1, “ 
18H, Sept. 3, b “ é 
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This was a sid collection of the debts 
due to the institution, inasmuch as it enabled 
the trustees to pay 88 per cent. of the capi- 
tal stock in about a year and a half; but it 
did not produce the universal ruin with which 
the country had been threatened. ‘ Many 
persons,” said Dr. Seybert, writing in 1816, 
‘‘viewed a dissolution of the late Bank of 
the United States as a national calamity : it 
was asserted that a general bankruptcy must 
follow that event. The fact was otherwise ; 
every branch of industry continued uninter- 
rupted—no failures in the mercantile com- 
munity were attributable to that occur- 
rence.’’§ 





CHAPTER VI. 
Of Banking from 1790 to 1810-11. 


In Vol. III, of the American edition of the 
Edinburgh Cyclopedia, published in 1813, 
the following table is given, ‘* to exhibit in 
one view the names of the banks most de- 
serving of notice, the time of their institu- 
tion, and the amount of their capital.’’ ‘The 
table is not complete, but it shows the time 
in which the banking system was introduced 
into the different States. 


Names. Instituted. Capital. 


Bank of North America, Pa.,....... - 1781-2 $2,000,000 
Massachusetts Bank at Boston, ..... see ge 1,600 000 


Bank of New-York, «..-+ssecsecececnscees 1784 Naso 000 
ae other crag wkpihe ob Might S iwi’ 1790 300,000 
Providence Bank, R ocee weqahenda se adapt 400,000 
Bank of Albany, N. ' ih Sake dehe cd te ake. 1792 —- 260,000 
Bank of South Carolina, Wh sgwkvnserahpoese 1792 640,000 
Union Bank of Boston, Mass.,.......---.«. 1792 1,200,000 
New-Hampshire Bank, «.+-..+++++. 54,02 00% 1792 100,000 
Bank of Alexandria, Va., ...-. sees -eeecees 1792 500,00} 
Flartford Bank, Conn., .......e0eeeeceeeees 1792 930,000 
Union Bank, New-London, Conn.,........- 1792 500,000 
New-Haven Bank, Conn.,...sssseeeseeceee 1792 400,000 
Bank of Columbia, N. Y., «.. 000. e0-ee0eees 1793 160,000 
Bank of Columbia, D. C.,...-6seeeeseneeees 1793 £00,000 
Bank of Pennsylvania,...-.+.e++0e+0s ++«+1793 3,000,000 
Bank of Nantucket, Mass.,....+..+++.+++++1795 100,000 
Bank of Delaware, see were ee eeee eee eee ee «1795 110,000 
Bank of Baltimore, Md., .........0+0 coucsh tae 1,200,000 
Middletown Bank, Conn.,.......+- TC PEE 1795 400,000 
Bank of Rhode Island,...... skicspeddnets -aaee 100,000 
Norwich Bank, Comn.........-s05 «cesses 1796 200,000 
Manhattan Bank, N. Y.,.... ..ceseeacsces 1799 2,000,000 
Portland Bank, Me., .......--seecsecceeees 1799 300,000 
Essex Bank, Salem, MME. 6 ¢ hasir o0-en od uals 1799 300,000 
Washington Bank, Westerly, R. I.,........ 1800 50,000 
Bank of Bristol, RB: 1.,....0c0.0-seerccoses: 1800 120,000 
Exchange Bank, Providence, R < Om ‘aeons 400,000 
Farmers’ Bank, Lansingburgh, Pe Yo. . 1901 75,000 
State Bank of South Carolina, .. eees .. 1801 800,000 
Maine Bank, Portland, Me,, ....++-.+ «+++. 1802 300,000 


capital has been refunded to the stockholders, and nine per 
cent. besides, yet the payments were made at such protracted 
periods, that a nice calculation of interest, semi-annually 
computed, would show that the stockholders did ‘not receive 
a sum more than equal to 97 per cent., paid on the day the 
charter expired. Some years before expiration of the 
charter, the stock sold at 156. 
§ Statistics, p. 522. 
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Numes. ee Capital 
New-Ha re Union meee a «+--+ 1802 $ 200,000 
Lin and Ken Bank, Wiscasset, nae ——_ 
Kentucky Insurance Company. pes cspecossel 
Merchants’ Bank, N. Y., ..---+<+++s 00s ae 1,250,000 
Bedford Bank, at N, Bedford, Nasa «0000 he yd 
New-York State a ees sete ee eeree 1203. pte 
ae te Mass.,...... eee ~~ > . 
Saco Ba Maaa,, o0- sce cees ** see k's chine Gnu 100,000 
ome Mercantile Company, N. ¥.,... 8s. 1008 25,000 

Plymouth Bank, aes eee Srtigs oe ge caee 1: 0,000 
Boston Bank, M: ; cache 1,200,000 
Strafford Bank, at over, N. i... . -1803 150,000 
Philadelphia Bank, Pa.,.. -1803 =. 2,000,000 
Miami Exporting Company, Cineinnati, 0. 1803 200,000 
Salem Bank, Maas.,.-..- 200.000 
Roger Williams’ Bank, R.1 naan S 605 150,000 
Newport Bank aha se a onwe veut e veces 21808 120,000 
Warren Bank, R. a ad de sass ds vesteins a AND 68,000 


Exeter Bank, N. H el 200,000 
Union Bank of M eS ae eee 3,000,000 
Bank of Cape Fear, ~Cigeeccees eeene .. 1804 350,000 
Bank of Newbern, N- C.,. Salas ots xiin's is EOS 300,000 
Newark ae ve ar Comp. N. J.,... 1804 225,000 


Trenton Bank, més bie 660s 100 300,010 
Hallowell and ane a Bank, Me. Potty +1804 
Worcester Rank, Mass.,..-........++ Gane 1804 
eee Pacific Bank, MABBS 50 os os sc cece 1804 100,000 


arblehead Bank, Mass., Sieyes st St ae 100,000 
Rhode Island Union Bank. +. cecaseeeees es J804 150,000 
Smithfield Union Bank, R. L,.......+ -.-. 1805 50,000 
Narraganset Bank, R. L.,....+++++- Pownts oh 1805 60,000 
Rhode Send ebtres BaMKs sit: esa 60,000 





Bank of Virgimia, Va.,......--++eeeeeeeees 1 1,510,000 
Mechanics’ Bank. faltimore, Md.,.... Pure 1806 ~=—_ 1,000,000 
Bank of Chilicothe, 0.,.-..++.++++- auasevye 1206 100,000 
Brid rt Bank, Conn. sje ra uEae as cite vse 1206 ==: 200,000 
Derby Bank, Conm.,. 2+... ..sceseacvesees 1806 200,000 
Bank of Kentucky,...4-...0.se0es +eeee+.-1807  —-'1,000,000 
Bank of Naslhiville, Tenn. oir *Ep dvesecheweael 1807 500,000 
Bank of Marietta, Ohio, .. . -1807 100,000 
Parmers’ Bauk of the Btate of ‘Delaw are, : 1807 500,006 
New Brunswick Bank, N. J.,........ eeeee ol B07 150,000 
bdo and ee Bank, oa Wh cwee 1807 1,250,000 
town Bank, Md.,. ot vcque due 250,000 
Mahan wk Bank, N. Y., ....-.- dhnncee ke vee 0@07 200,000 
New-London Bank, COoakissacecnchon see 1B07 200,000 
Hudson Bank, N. Y., acAduadeacene eeeveee 808 300,000 
Bank of Steubenville, Ohio, Sigh oe jtata dw 1809 100,00, 
Chambersburgh Bank, Pa.,...... asutatiee + AGUe 250,000 
Commercial Bank, R. L, «0+. -. se eeee ness 1809 50,000 
State Bank of North Carolina,. $i vedawets \eOLU 1,600,000 
Cowimercial and Farmers’ Bk. of Balt., Md., 1-10 1,000,000 
Farmers’ and Merchants’ Bk. of Balt., Md., 1810 500,000 
Franklin Bank, Do.......1810 600,000 
Marine Bank, Do.......1810 600,000 
Elkton Bank, Md.,. eee eet eee ee ee ee eee «+» -18)0 300,000 
Farmers’ Bank of Lancaster, ne evoeeeee 1810 300,000 
Mechanics’ Bank, N. Y. dive uc¥ cseecbas eewenee 2,000,000 
Bank of Troy, N. Y.,.+.0.s++05+5 os 0 en eeeOLL 500,000 
Mechanics’ and Farmers’ Bank, N. YS cnet 600,000 
State Bank at Boston, Mass.,.....«.+.s0++-1B81] 3,000,000 
Merchants’ Bank at Salem, Mass.,.......-- 1811 200,000 
Cumberland Bank of Alleghany, Md.,...-.1811  200,000- 
Rank of Newburgh, N. Y., -. 1611 400.000 
Farmers’ Bank of Wor. and Som., Md., a 1811 200,000 
Middle District Bank, N. Y.,...-....-.20+: 1-11 £00,000 
Bank of New- Orleans, eS ID SE 1811 500,000 
Unidm Banks, NicW ies dips cies bo cede nce dic 811 1,800,000 
Eagle Bank, ‘Conn... ey So ree 1811 750,000 
Bank of America, N. Y.,.-.- > aaakien dae 620 1812 6,000,000 
City Bank, Ne V., «2.2 pdge tees cw ewerges 1812 —s- 2,000,900 
Farmers’ and Mechanics’ Bk. of Cinn., ee -1812 500,000 
Bank of Muskingum, Zanesville, O., -. 1812 100,000 
Monongahela Bank, O.,....+-.ee00 eee eens Te19 250,000 
New-York Manufacturin Co., N. Y.,. ...--1812 1,200,000 
Camden State Bank, N. J.,..+.«.++. ATs 1812 800,000 
Trenton Do. Do., ese te tet Crepe .. 1812 300,000 
New-Brunswick Do. Do., «..-...+-+++-++-1812 400,000 
Newark Do... De... o%s «<r « 1812 400,000 
Elizabeth Do. DO, ov. eos. 0 Becers 1812 200 000 
Morris DOs © DOs, oe i coer cowocees's 1812 200.000 
Ution Banik IN. Woy acsice 52's 00 0.0.08 opaleiccasies 1812 1,000,000 
Pittsburgh Manufacturin oo Pais vugs tos 1812 1,000,000 
City Bank of Baltimore, Md.,.......-.+++-> 1812 =: 11,500,000 
Bk. of Wilmington and Brandywine, Del.,. 1812 120,000 
Farmers’ and Mechanics’ Bk. of Delaware,. 1212 75,000 
Commercial Bank of Delaware, ..--...---- 1812 200,000 
Farmers’ and Mechanics’ Bk. of Virginia,. “168 1,500 000 
Savannah Bank, Georgia,. ......+-00+ee0++ 1,000,000 
Union Bank, South Carolina, ««.....+.+0+: — 1,000,000 
Planters’ and Mechanics’ Bank, 8S. C., ..... —— 1,000,000 
Total, $77,258,000 





Original from 


UNIVERSITY 





: 


eee 





ad 7 


Bid scape Me teases 9 
BY WILLIAM M. GOUGE. 


Philadelphia, Wednesday, February 2, 1842 


Vol. I. 


This Journat. or Banxine, or Bank Newspaper, is pub- 
lished once in every two weeks, making in a year, with the 
ender, a voluine of 416 pages. 


The price for a single copy. is $1,50 per annum; for four 
copies, $5; for ten copies, $10. 

In all cascs, subscriptions must be paid in advance. 

Subscriptions are received in— 

Puu.apeLpuia—By the Editor, No. 302 Race street, 

Mr. G. B. Ziener, News-vender, corner of Third and Dock. 

Mr. J. R. Coton, News-render, ore street, 

Mr. J. M. Davis, bookseller, 449 Market street. 


New Yorx—Mr. W. Haywarp, Stationer, 89 Division st. 
Battimore—Mr. W. Taytor, Vews-vender, North street. 
Boston—W. H. S. Jorpan. 

Single numbers for sale as above. 


Tn other places. subscriptions will be received by any per- 
son who chooses Lo appoint himsclf agent for others, and re- 
mit the money for one, two, five, ten, or more copies. 


Postmasters have a right to frank letters written by them- 
selves, containing subscriptions and payments for news- 
papers and other periodicals. 


USURY. 


In a recent debate on the usury laws in the 
Senate of Ohio, Mr. Leonard said that “he had 
been a borrower for the last twenty years, and 
during the last fifteen years scarce a day had 
elapsed without his being indebted to the banks. 
He had paid all sorts of interest, up to five dollars 
a day for the use of six hundred, and had found 
from experience that it was better to borrow money 
at home at ten per cent., than go toa bank and 
get it at six per cent. A moment's reflection will 
convince any Senator of this, The expense of 
travelling toa bank, renewing the note, &c. &c., 
will make more than the difference of interest.” 

Mr. Leonard, it seems, has paid interest some- 
times at the rate of three hundred per cent. per 
annum ! . i 

His observation that it is better for the farmer 
to borrow money at home at ten per cent., than to 
borrow froma bank at six per cent., is well de- 
serving of attention. Few reflect properly onthe 
indirect expenses of borrowing from banks: and 
still fewer on the great advantages that would 
have resulted to the country, if three-fourths of 
the capital used in sustaining banks, had been lent 
to farmers, mechanics, and merchants, on bond 
and mortgage, or other adequate security. 


EVIDENCES OF PUBLIC DEBT. 

In some of the papers, too greut importance ap- 
pears to be attached to the different forms which 
evidences of the public debt may assume. ‘T'rea- 
sury notes of large amounts, and bearing the mar- 
ket rate of interest, differ less from Certificates 
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of Stock than many imagine. ‘The former may 
“be compared to the promissory notes’ given by 
farmers and mechanics, javing but a year to run; 
the latter, to the bonds and ges given by» 
the same individuals, and not redeemable for a 
term of years, The chief difference between 
them is, that Treasury notes are at all times re- 
ceivable in paymentof dues to Government, while 
‘Certificates of Stock are not. 
If Treasury notes are exchanged for bank notes 
or bank deposits, they produce as injurious effects 
on banking operations, as are produced by direct 
loans of bank credit to government, represented 
by stock certificates. But some persons having 
claims on Government, will be willing to receive 
Treasury notes in satisfaction of such claims; and 
just to this extent do we separate Bank and State 
when we resort to this method of borrowing. 


UNITED STATES CREDIT. 


If the credit of the United States Government 
should sink as low as that of some of the States, 
the most deplorable consequences would ensue.— 
Perhaps the Union would be dissolved : perhaps 
the country would be inundated afresh with con- 
tinental money. 

To raise the credit of the Federal] Government, 
a retrenchment of expenditures is absolutely ne- 
cessary. Having parted with its Jands, it hasnow 
no source of revenue but the customs ; and these 
will yield but a limited amount. Increasing the 
duties on most articles, instead of increasing, 
would dimirish the revenue : for, as justly observed 
by Adam Smith, “in the arithmetic of the customs, 
two and two do not always make four.” Increas- 
ing the rates of duties too much, will diminish 
regular importations, and encourage smuggling, 
and thus diminish the revenue. 

In the present state of the country, the people 
would not submit to an excise or a direct tax, to 
supply the wants of the United States Govern- 
ment. They find the taxes they have to pay for 
State, County, City, and Township purposes, quite 
oppressive. 

Since, then, ‘the Federal Government has no 
source of revenue but in the Customs, and these 
can be made to yield only a limited amount, the 
duty of commencing the work of retrenchment is 
imperative. Without it, it will not be easy long 
even to borrow such small sumsas will be requisite 
to keep the wheels of Government in motion. Ac- 
cording to some estimates we have seen, the rev- 
enue of Government during the present year, 
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will be about ten millions, and the expenditures 
about thirty millions. What private individual 
ld hope long to maintain his credit, if his regu- 
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_ “THE ANTLBANK DEMOCRAT.” 
We have received the first number of a periodi- 










lar ex ratio his regular bearing this title, published at Poughkeepsie, 
oe 6 TA ooo CF en , and a hes County. nee 
Government . chess County.” It is it vo 

have unfortuna n ada boa. ealerof tba? column, 16° pages in each number, 
“surplus revenue,” and it will be very difficult to _ and iq to be issued once a month, Subscription 
reduce them as.low as they ought to be reduced, Ptice, 75 cents perannum. 
But i the work is commenced tn earnest, it may The articles it contains sre sound in principle: 
be . The chiet fed holes will be found but we can ex no opinion on those pass: 
inthe Navy, War, and Indian Departments. It in which certain politicians, in the State of New 


is through these the public money runs out, as 
they afford the best opportunities for political job- 
bing. When these leak holes are stopped, the 
credit of Government may be re-established. — 





EXCHANGES. % 


At Columbus, Ohio, as well as at Columbus, 
Georgia, the practice has been introduced of mak- 
ing specie the basis in quoting the rates of ex- 
change. At the former place, bills of exchange 
on New York are at three per cent. premium in 
silver coin; but as American gold of the new 
coinage bears there a premium of two per cent. 
in silver, exchange on New York, if paid for in 
gold, is at a premium of only one per cent. If the 
local currency of Columbus were made the stand- 
ard, exchange on New York would appear to be 
at 134 per cent. prémium, for 104 is the rate of 
discount of the notes of the Columbus banks when 
purchased with silver coin, 

This practice of making specie the basis in 
quoting rates of exchange and prices of bank notes 
ought to be generally adopted. Show the people 
the true rates of exchange, and you put an end to 
the clamor for an Exchange Regulator to be es- 
tablished by Government. 





POLITICAL ECONOMY. 


Of the little disposition our countrymen have 
for a systematic study of this important science, 
we have evidence in the fact that but one edition 
of Adam Smith's work has ever been published in 
the United States. Think of that. A nation of 
three million “ white men” requiring but one edi- 
tion of Adam Smith’s work, in half a century! 

Of Say’s Treatise, many editions have been is- 
ened DNS this is chiefly owing to its having been 
adopted as a text book in the colleges, and of a 
study of it being requisite to enable young men to 
take their degrees. ‘ 

Our countrymen are so eager in the pursuit of 
wealth, that they have, not leisure to study the 
laws which regulate its; production and distribu- 
tion. Hence the reason, that so many of their 
schemes for growing rich fail in their very incep- 
tion. Hence the reason that we have so much 
legislation abou: subjects on which we should have 
no legislation at all, if the few and simple natu- 
ral laws which regulate. the production and distri- 
bution of wealth were properly. understood by the 
people and their representatives. 


York, are accused of acting inconsistently with 


Oat pectin principles, because we know noth- 
ing 


those gentlemen, or of their conduct. If 
those accusations are well founded, we have only 
to say that certain politicians in New York are 
very much like certain others in Pennsy!vania. 
Nothing is more common than for men, before 
they are elected to office, to profess great abhor- 


Tence of paper money corporations, and after they 


are in office use these corporations to strengthen 
their own power, and increase their own riches, 

Every man who professes Democracy, or Re- 
publicanism in any form, appears to us to act in- 
consistently with his professed principles, if he 
supports the present system of banking. It is of 
little moment that such a Democrat, or such a 
Republican, is opposed to an ecclesiastical aris- 
tocracy. It is impossible to establish such an 
aristocracy in a country like ours, where the peo- 
ple are divided into various sects, several of which 
are nearly equal to each other in number and in- 
fluence. Such an aristocracy, moreover, suits 
not the genius of the times. It is with difficulty 
it sustains itself in England. 

Of equally little moment is it, if such Demo- 
crat, or such Republican, is opposed to an order 
of military nobility. It is impossible to establish 
such an order in a country where every man 
knows the use of fire arms, and all are aware of 
the evils of military government. 

Of equally little moment is it, if such Democrat, 
or such Republican, is opposed to a landed aris- 
tocracy. It is impossible to have a landed aris- 
tocracy in a country so extensive as ours, and 
where the laboring classes are not bound to cer- 
tain estates as in Russia. 

Such Democrats, or such Republicans, as are 
opposed to only such forms of aristocracy as can- 
not possibly exist in the United States, are hardly 
worthy of the name. If they support our present 
banking system, they support a paper money aris- 
tocracy, the only kind of aristocracy that can pos- 
sibly exist in the United States, and one, in our 
humble opinion, in no respect preferable to the 
different orders of aristocracy that prevail in Eu- 
rope. 





CHINESE PAPER MONEY. 


From Remusat’s “ Nonveaux Melanges Asia- 
liques.” 


During the spring of the year 1236,a grand 
assembly of princes was held in China. The em- 
eror, the celebrated T'schingis Chan, took at the 
nquet a cup of wine, and offering it to Thsu- 
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Thsai, said to him— O wise minister, without 
whose aid China would not be in our power, this 
very day a proposal has been made to me to create 
paper money.” “At the time of Tschang-Zung, 
rejoined ‘Thsu-Thsai, ‘‘ paper commenced to 
circulated in concurrence with coin. Avminister 
lived then who gained much wealth by means of 
the paper money; on which account he retained 


the nick name of the Paper Lord. Matters were — 


carried to such a Jength that ten thousand notes 
of paper money would scarce buy a cake. The 
people suffer 


ruined. We ought to keep this instance before ~ 


our eyes; and if paper mone is to be coined now, 
no more than the amount of ae ounces of eI 
ver should be put in circulation.” 


‘et Sa & 


INTRINSIC VALUE. 


‘It isan old remark that no errors of opinion are 
so hard of correction as those that relate to the 
currency; and we sometimes almost despair of 
ever seeing them corrected. It is true, indeed, 
that the operations of banks in the present day 
make even those feel who cannot reason. But 
not a few of those who feel sensibly the effects of 
‘the present system, and have the power to reason, 
wil] not make a proper use of that power. 

Thus, a gentleman of much thought and read- 
ing on other subjects, told us, not long since, that 
gold and silver had no intrinsic value, inasmuch 
as they could not be eat or drunk, and as bank 
paper also had no intrinsic value, one would serve 
the purposes of money as well as the other. 


If nothing but what can be eat or drunk pos- 
sesses intrinsic value, houses and lands must 
be struck out of the inventory of wealth. So, 
also, must clothes and furniture, wagons and 
ships, and indeed every thing except the contents 
of the pantry and the provision cellar. 

Gold and silver coins have an intrinsic value, 
or a value inherent in the very materials of which 
they are composed. Convert your coin into bul- 
lion, and you will find that it will bring as mach, 
or nearly as much in the market, as before you 
put it into the melting pot. There is great de- 
mand for gold and silver in the useful and orna- 
mental arts, and to this, chiefly, they owe their 
value in commerce. — 

Bank notes have no intrinsic male. There is 
no value, or at Jeast none worth speaking of, in- 
herent in the materials of which they are com- 
posed. They may be of equal value in the market 
with gold and silver, but even then their value is 
entirely adscititious, being dependant on an opin- 
ion that those who have issued them, have the 
disposition and the ability to give in exchange for 
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sessing inherent value. blonne 


Counterfeit notes, till aieiel an’ ‘Mialicteiie 


. discovered, have as much value in the market as 
genuine notes, or even as gold and’ silver—but 
their value is entirely supposititious. 

_ Those who can form distinct ideas of value as 
inherent in some subject, as attached to it from its 
connection with some other subject, and as er- 
-roneously supposed to be attached toit, will never 
confound intrinsic value with adscititious, or the 
latter with supposititious. They will consequent- 
ly be as far from confounding metallic money 
with paper, as they will be from confounding 
genuine notes with spurious, =, «. revo 
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_ PAPER MONEY AND SPECIE. 
Money performs. two functions. . The. first, is 
that of a measure of value; the second, is that, of 
a circulating medium, It is from not properly 
distinguishing between them, that many men, in 
other respects of ariesnent are altogether in the 


money and metallic. 


At any given time, and at any cen’ pa- 
per money may as a MERE circulating medium, 
serve the same purposes as gold and silver. This 
is true, whether the paper is on a par with specie, 
or greatly depreeiated, with only this difference, 
that, in the latter case, a greater nominal amount 
will be required to effect an equal number of ex- 
changes. Suppose it to be depreciated fifty per 
cent. Even then ten paper dollars will serve the 
same purposes as a local commer cial medium as 
Jive giver dollars, 


ended on the same sain and if no ‘one town or 
township had any trading intercourse with any 
other, this paper would perform the other fune- 
tion of money, namely, that of'a measure of value, 
just as well as gold and silver. It would, at least, 
with the exception of cases like thatof the Girard 
Bank, the notes of which were, at nine o’elock on 
Wednesday morning, on a par with other Phila- 
delphia currency, and by eleven o’clock at 20 per 
cent. discount. 

But it is impossible for us to begin and end our 
enterprises on the same day. It requires months 
for the farmer to plough the ground, to sow his 
seed, to reap his crop, and to bring it to market. 
So, also, does it require months for the manufac- 
turer to spin his wool, to weave it, and to dress 
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his cloth. Between the time of commencing and 


toh 

concluding these enterprises, such variations take — 
place in our paper measures of value, that both 
pe manufacturers are not domino cagl 


‘ruined, r 
So in the purchase of real estate. 

estimated at the time of purchase by the quantity 

of notes in circulation; and most purchases seem 


to be made when the banks are in a high state of 
inflation. But before the time for the second, 


third, or fourth payment arrives, there is a con- 
traction of | sary and | ae is ru- 
ined. | otal Olah’ 

- This is not the only disadvantage that arises 
from the use of paper money. ' ‘The inhabitants 
of the different parts of the United States must 
carry on a commercial intercourse with one ano- 
ther, and they have ho common measure of value 


‘by which to adjust their transactions. Every 


‘merely local currency, ‘necessarily has more or 
less of a merely local value. — 


If our bushels, our yard sticks, and our pound 
weights varied from day to day, from month to 
month, and from year to year, and were never 
the same in any two places at the same time, 
‘greater confusion in dealings could hardly be pro- 


duced than is caused by paper money asa measure . 
‘of value. = | 


Now, this function of a measure of value, which 
paper money cannot adequately perform, gold and 
silver money will. 

The cost of producing gold and silver, and the 
variations of the supply and demand, vary so lit- 
tle, that for all practical purposes, they may be 
regarded as of fixed value. Hence their ad- 
mirable adaptation for measuring the value of 
other things.* 


With gold and silver money we should have 
measures of value which would be the same 
when we commence our enterprises, and when 
we bring them to a conclusion. We should also 
have the same measures of value all over the 
country. 

Till we adopt gold and silver as our exclusive 
measures of, value, (we do not say our exclusive 
commercial medium,) we shal] have nothing but 
confusion in trade, and injustice in dealings, 





* For the reasons in detail which should cause a prefer- 
ence to be given to gold and silver as measures of value, the 
reader is respectfully referred to the chapter on “ Real Mo- 
ney,” in the second number of this Journal. 
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ae, LAWS OF CURRENCY. 
One of the laws of currency (not a law estab- 
let by Congress or by any State Legislature, 
| al \aw,) is, thata medium of less value 
will Mane displace that of greater value. Thus 
it was found impossible in England to make sove- 


Teigns circulate concurrently with one pound 


notes; and in Pennsylvania, tomake silver dollars 
circulate concurrently with dollar notes. In Eng- 
land the one pound notes displaced the sovereigns ; 


and in Pennsylvania, the dollar notes displaced the 


dollars. ht > " ‘ . 

Another law of currency is, that if paper money 
be driven out of use, metallic money will take its 
place. Thus in England, no sooner was the issue 
of one pound notes prohibited, than sovereigns be- 


_gan to circulate. And in Pennsylvania, in 1828, 


when the circulation of smal] notes was prohibit- 
ed, specie flowed in, in abundance. 

The two cities of Philadelphia and Baltimore 
afford at the present moment striking illustrations 
of these laws of currency. 

When the banks suspended specie payments in 
October, 1839, the Baltimore and Ohio Rail Road 
Company, and other institutions, and some private 
individuals, began to issue notes for the fractional 
parts of a dollar, and the citizens of Baltimore 
consented to receive them. The consequence is, 
that in Baltimore, small silver change isa scarcity. 
The small notes have driven it out of circulation. 

In Philadelphia, on the contrary, the laws 
against the issue of notes for the fractional parts 
of a dollar, were rigidly enforced ; and as a con- 
sequence, enough silver change has been retained 
in circulation to serve the purposes of retail trade. 
This has been done, although the discount on the 
notes of the Philadelphia banks has exceeded that 
on the notes of the banks of Baltimore. 

Such facts as these, ought to convince even 
those who cannot reason, and are incapable of un- 
dertanding principles, Here are two cities, not 
a hundred miles apart. One has a trash currency 
of notes for 12} cents, and even 6} cents. The 
other has a. sound silver currency for all transac- 
tions of a Jess amount than one dollar. And the 
cause of the difference in the currencies of the 
two cities, is to be found in what has just been 
stated. 

To have an adequate supply of real money, 
nothing more is requisite than tocreate a demand 
for it. And to create a demand for it, nothing 
more is requisite than to drive paper money out of 
circulation. 
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The law of currency, by which paper money 
displaces specie, is pleasantly illustrated by 
Thomas Moore, in oneof his ** Odes on Cash, Corn, 
and Catholics.” We subjoin it, hoping the prin- 
ciple will be more deeply impressed, if it is en- 
forced at the same time in both prose and verse. 
The “ Parson Van,” mentioned by the poet, it may 
not be amiss to observe, is Mr. Vansittart, once 
Chancellor of the British Exchequer. The ‘ Pa- 
lais Royal” is a large building in Paris, part of the 
patrimonial estate of the present king of France. 
Some of the rooms in it are, or were, let out to 
brokers, and others to gamblers. 


DIALOGUE BETWEEN A SOVEREIGN AND A ONE 
POUND NOTE. 


‘O ego non felix, quam tu fugis, ut pavet acres 
Agna lupos, capree que leones."—Horace. 
Said a Sovereign to a Note, 
In the pocket of my coat, 
When they met in a neat purse of leather, 
“How happens it, I prithee, 
“ That though I’m wedded with thee, 
“ Fair Pound, we can never live together. 


“ Like your sex, fond of change, 
“ With Silver you can range, 
‘And of lots of young six-pences be mother; 
“ While with me—upon ny word, 
“ Not my Lady or my Lord 
“ Of W—st—th see so little of each other!” 


The indignant Note replied, 
(Lying crumpled by his side,) 
“Shame, shame, it is yourself that roam, Sir— 
“ One cannot look askance, 
“ But, whip! you're off to France, 
“ Leaving nothing but old rags at home, Sir. 


“ Your scamperin n 
“ rom the pete ee Van, 
*‘ Poor man, made us one in Love’s fetter; 
“* For better or for worse’ 
“Is the usual marriage curse, 
“But ours is a// worse, and no better. 


“In vain are laws passed, 
“ 'There’s nothing holds you fast, 
“ Tho’ you know, sweet Sovereign, I adore you;— 
“At the smallest hint in life 
“You forsake your lawful wife, 
“As other Sovereigns did before you. 


“| flirt with Silver, true, 
“But what can ladies do, 
“ When disowned by their natural protectors ? 
‘“‘And as to falsehood, stuff! 
I shall soon be false enough, 
“When I get among those wicked Bank Direc- 
tors.” 


The Sovereign smiling on her 
Now swore upon his honor 

To be henceforth domestic and loyal: 
But, within an hour or two, 
I\sold him to a Jew, 

And he’s) now at No. 10, Palais Royal. 
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THE BANKRUPT ACT. 

Though the banks are specially exempted from 
all the pains and penalties of the bankrupt act, 
its indirect operation on them may be attended 
with consequences of great importance. 

After banks have suspended specie payments, 
their notes still a value in the market, if 
the debtors to the bank are solvent; and more es- 
eo if bank notes are receivable in payment 
of public dues. So powerful in Great Britain 
was the operation of these two causes combined, 
that for some time after the suspension of specie 
payments by the Bank of England, its notes actu- 
ally remained on a par with specie. Specie could 
not be gotin exchange for them from the bank, 
and yet specie in large amounts could be obtained 
for them from merchants and brokers, without 
paying any premium. 

convertible paper is not received in payment 
of dues to the United States, but it is received in 
payment of dues to the State, City, and County 
Governments. To this it owes no small part of 
its value. But its value mayebe said to be found- 
ed on the demand for it on the part of the debtors 
to the banks. 

Another cause of the value of inconvertible pa- 
per, isto be found in the genera} want of a cir- 
culating medium of some kind. And, as where 
there are two kinds of circulating medium, that 
which is of the least value always displaces the 
other, the demand for inconvertible paper, pro- 
vided it be not so much depreciated as no longer 
to serve asa currency, is just as intense as the 


_ demand for real money for immediate uses. No 


man, under such circumstances, takes the pains 
to inquire into the solvency of the banks that is- 
sue the paper. The only point that he deems 
worthy of consideration, 1s, whether he can pass 
it away to some one else. 

The foundation, however, of the value of in- 
convertible paper, may, as has already been 
stated, be said to rest on the demand for it to pay 
bank debts. Let all the debtors to the banks be- 
come unable or unwilling to pay, and their notes 
will become worthless. Let only one-fourth of 
them become insolvent, and the notes of the banks 
may sink many per cent. A very small excess 
of a paper sometimes causes a great fall in its 
value, 

We are speaking in general terms. Besides 
debts due to it from individuals, a bank may have 
stocks and other assets, It may, by a pledge, or 
a sale of these stocks, or other property, raise the 
means of keeping up the credit of its circulating 
paper. Or, all its capital being gone, it may, by 
carefully concealing the fact, raise money by post 
notes. By such contrivances the Bank of the 
United States appears to have sustained the cre- 
dit of its circulation for several years, TheCom- 
mercial Bank of New York obtained the means 
of settling its balances with other banks by selling 
its own notes to the brokers at a discount. Bank- 
rupt banks may, also, like bankrupt individuals, 
sustain their credit for a time by a system of 
drawing and re-drawing. , 

All these modes of sustaining bank credit, seem 
now, however, to be nearly exhausted. What 
amount can the banks raise by the pledge or sale 
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of stocks? Who will lend them money on their 
post notes? And in the general distrust which is 
now entertained of paper money institutions, must 
not most ef the expedients by which they have 
in ordinary times sustained their credit, prove no 
longer available? 

In this state of things the bankrupt act begins 
to operate, and though it was not intended that 
such should be its effect, it will undoubtedly 
sweep off the assets of nota few of the banks. 
Many men who have been struggling hard for 
years to pay the interest of bank debts, will take 
advantage of this act te get rid of both principal 
and interest. The demand, then, for bank notes 
wherewith to pay bank debts, will be considerably 
diminished, and the value of the bank notes will 
fall accordingly. After they have undergone a 
certain degree of depreciation, they will cease to 
be receivable in payment of dues to the State, 
City, and County Governments. Then the de- 
mand for them as a circulating medium ceases; 
and the only value they will have, will be such as 
will be founded on,the prospect of their ultimate 
redemption—such value as have at present the 
notes of the United States Bank, and of other once 
flourishing institutions, 

Now, it is impossible to say how many banks 
will be affected by the causes herein set forth. 
Some may sustain the first shock, and expire one, 
two, or three years afterwards, from the effects of 
the blow. Instances frequently occur, where the 
paper of a particular bank, is, in one week, ona 
par with silver, and .in the next at fifty per cent. 
discount. May there not be many such cases be- 
fore twelve months more shall elapse? 

Let it not be supposed that every bank debtor 
who appears to be solvent, is actually so. Jt is 
said that if the names of some of those who are 
preparing to take advantage of the bankrupt act, 
should be publicly proclaimed, such consternation 
would be felt on’Change, as might for a time put 
an end to all credit transactions, — 

Neither let it be supposed that all bank debtors 
who think themselves solvent, will prove to be so, 
three months or six months after the bankrupt act 
shall have been in operation. The said act will 
sweep away an immense mass of debts due to in- 
dividuals as well as to banks, and thas incapaci- 
tate another numerous class of bank debtors from 
complying with their engagements, 

It is the opinion of some sagacious men that the 
bankrupt act will be just as effective in winding 
up the banks, as it could be if they were directly 
included in its provisions. 

What, it may be asked, with such a prospect 
befure us, should be done with our immense mass 
of inconvertible paper? 

The best gise that we can think of, is that of 
paying old debts with it. Let it pass round in 
this way, as apey as possible. In time of panic 
a single ten dollar note has been traced through 
ten hands in one day. With our one or two 
hundred millions of inconvertible paper, (includ- 
ing rail road orders, “shinplasters,” &c., &c.,) 
we may, in the course of the next few months, 
discharge an immense amount of outstanding ob- 
“ligations, many of which, if not paid in this way, 

will never be paid at all. ; 
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BANKING IN OLD TIMES. ) 
There are those who think, or seem to think, 
that paper money banking uces ici 


consequences, only because Nicholas Bi or 


men of his character, have the management of 


banking institutions. If such persons will can- 
didly read the history of banking, from 1790 to 
1811, they will find that long before these men 
were in the field of action, the system produced 
evils the same in character, though not in degree, 
that it does now. They will find this history in 
ae, latter part of the present number, pages 249— 


The i of the Farmers’ Exchange Bank of 
Cedar i. ined, will he found ie 
arly edifying. It is y to be match e 

of te’ tendon Bank, or that of an ide 
institution of modern days. On a.bona fide capi- 
tal of only three thousand dollars, the bank sus- 


tained itself for five years, issued notes to an 


ainount which cannot be ascertained: and had, 
when the “blow up” took place, a circulation of 
nearly $600,000. 

Andrew Dexter, the great man of the Farmers’ 
Exchange Bank, and whom so many modern 
financiers appear to have taken for their model, 
died a few years since at Mobile, in, we believe, 
humble, if not indigent circumstances, 

Many other incidents in the chapter here re- 
ferred to, will be found interesting, and in regain 
them, we beg the reader to recollect that they all 
occurred when we had a great “* Natrona Reav- 
LATOR OF Excitances AnD Currency,” and that 
one the wisdom of whose management has never 
been called in question. ‘In this period the old 
Bank of the United States was in operation. 





FINANCIERING. 


We respectfully call the attention of Members 
of Congress to the last two of the present 
number, pages 255 and 256. ey will there find 
that, through a resort to lering expedients 
similar in character to some they now have before 
them, the credit of Government was utterly ex- 
hausted in less than three years, and after borrow- 
ing in the regular way, only forty-five million dol- 
lars. The history of past times may be turned to 
great advantage in the present times. 





A SPECIAL EMBASSY. ° 


Lord Ashburton is about to sail from England to 
this country, as a special Embassador, ostensibly 
to settle the various points in dispute between 
Great Britain and the United States; but, in reali- 
ty, as is believed, to see what can be done towards 
securing the vast sums which British capitalists 
have invested in American securities. Little good 
can result from this mission. The money which 
British capitalists sent to this country, has been 
sunk in useless works, and foolish speculations. — 
As an old and experienced banker, Lord Ashbur- 
ton ought to have known the uncertainty) of every 
thing in a paper money country, and ‘not’ have 
trusted his own money and that of his ffriends in 
the hands of “the financiers” of the / Western 
continent. : 
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BANK. FAILURES. 
The Farmers’ and Mechanics Bank of Roches- 


ter, N. Y., the. Chesapeake Bank of Baltimore, 


and the Girard Bank of Philadelphia, are broken. 


The first mentioned of these is one of *‘ the free’ 


banks” of New York. The second is one of 
eleven banks that were incorporated by the Le- 
gislature of Maryland in the December session of 
1835. The third, and most important of the 
three, is a bank that was formed in this city, after 
the decease of Stephen Girard. It took his name, 
rented his old banking house, and its ostensible 
object was especially to “accommodate” his old 
customers. 

At first it professed to discount nothin 
business paper: but there were some “ bold finan- 
ciers” connected with it, who soon extended its 
opetations to other things. It became united 
with the United States Government: and was one 
of the original “ pet banks.” “The surplus rev- 
enue” afforded the managers abundant materials 
for the display of their financial abilities. Money, 
it is said, was lent in large amounts, to the Direc- 
tors and others, wherewith to speculate in western 
stocks and western Jands. It was, in short, a 
land jobbing and stock jobbing, and not a com- 
mercial bank. | 
_ The fate that has befallen it, would, in the 
natural order of things, have befallen it long ago: 
but for the pringigle adopted by our stronger 
banks of not issuing their own paper, but of trad- 
ing on that of other institutions. They continued 
to receive the notes of the Girard on deposit, and 
to pay them out at their counter, though the 
knowing ones were well aware of the internal 
rottenness of the institution. The stock, however, 
fell rapidly; and some of the brokers began to 
enter into engagements to deliver the notes nine- 
ty days hence, at a discount of five per cent. 

Suddenly, on Wednesday morning, the North- 
ern Liberties Bank * threw out” the notes of the 
Girard, that is, refused to receive them any longer 
on deposit. One after another of the other banks 
imitated this example. In due time, the news 
spread among the holders of the notes; and they 
assembled in crowds at the Girard Bank, demand- 
ing redemption of the paper, not in specie, but in 
the notes of less suspicious institutions. The 
officers of the Bank gave other paper in return 
for their five dollar notes, but candidly confessed 
their inability to give any that would circulate in 
exchange for their notes of larger denominations. 

''hus in a few hours did “the best currency in 
the world” cease to be currency at all, notthrough 
a panic seizing the people, but simply through a 
panic seizing the officers of the Northern Liber- 
ties Bank. There appears to have been no con- 
cert of action on the part of the banks on this 
occasion no predetermination among them 

nerally to discredit the issues of the Girard. 

ndeed, we believe, that after seeing the effect 
this action produced, they repented of it, but their 
repentance came two hours too late. 


THE PENNSYLVANIA BANK. 
In our judgment, this institution should be 
classed with the broken banks; but a gentle- 
man of no small eminence in the bank circles, 


but 
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seemed quite mdignant when we told him so: and, 
we shall, therefore, in hopes of satisfying him and 
others of his way of thinking, give this bank a 
smal] chapter “ all to itself.” 

It is the oldest bank in Pennsylvania, with the 
exception of the Bank of North America. Its 
capital is 2,500,000 dollars, and it is the fiscal 
agent of the State of Pennsylvania. From this 
bank, the holders of State stocks were expecting 
to receive their interest due on the Ist of Februa- 
ry, amounting to 800,000 or 900,000 dollars. 

On Saturday morning, January 29th, the other 
banks refused to receive its notes on deposit. ‘This 
increased the runupon it. Through the whole of 
the day, the pressure of the crowd was very great: : 
but it paid all demands made on it, till 3 o’clock 
in the afternoon. 

On Monday morning, notice was given that the 
bank would be closed forthe present, as an injune- 
tion was about to be served on it at the instance 
of the Governor. In the course of the morning, 
an injunction was duly served. 

Our readers can now judge for themselves, 
whether the Bank of Pennsylvania is broken or 
not. It still owes 300,000 dollars to private de- 
positors, and 300,000 to holders of its notes, be- 
sides what it owes to public creditors. ‘The other. 
banks refuse to receive its paper, and its doors 
have been closed by public authority. | 

The Directors, it is understood, made no objec- 
tion to the serving of the injunction, Perhaps 
they suggested it. 7 

The gentleman who was unwilling that this 
shouid be classed with the broken banks, main- 
tained that it had been considerably relieved by 
the run on Saturday; inasmuch as it had paid otf 
great part of its note holders and depositors, in the 
trash currency received in payment of the public 
revenue. We must, however, regard every bank 
as broken, that cannot pay promptly all just de- 
mands uponit. Whether its officers close its doors 
of their own inclination, or whether they are 
closed by public authority, is of little moment. 


BANK DEFAULTS. 


* Gouge’s Journal of Banking, in a general no- 
tice of Jate bank defalcations, connects the name 
of Jesse Carothers, Esq., with a direliction of this 


kind, It is proper to state that Mr. Carother’s re- 
cent retirement from the Merchants’ and Manu- 
facturers’ Bank was not caused by any such cir- 
cumstance. He wished to enter into other busi- 
ness, and resigned his place. So far from being 
a defaulter, the bank was in his debt upon settle- 
ment.” —Pilisburg Mercury. 


We did not fleral/y connect Mr Carother’s 
name with bank defaults, for we did not mention 
it: but we did what may perhaps be substantially 
considered as the same thing, for we spoke of “ the 
cashier of the Manufacturer’s Bank of Pittsburg 
haying resigned his station, in consequence, it is 
said, of some financial slip.” In so doing, we 
copied the language of some of the daily papers 
of this city. We are necessarily dependant on 
them, and on papers in other partsof the county, 
for items of intelligence of this character. 
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It affords us great pleasure to learn from the 
Mercury that Mr. C. resigned his place merely 
because he wished to enter into other business, 
Both the Manufacturer and the Mercury bear tes- 
timony as to the ability with which Mr. C, man- 
aged the bank. . | 

Frederick E. Whiting, Esq., late cashier of the 
Gullipolis Bank, and who has escaped from prison 
in Ohio, is described by the Sheriff of Gallia 
county, as “ about five feet eight inches high, very 
talkative, fair es yg sandy hair, red whisk- 
ers, high eyes, a chubby, good looking financier.” 
The Alexandria Index understands that a man 
answering to this description has been arrested, 
and is now lodged in Fairfax county jail, Va. 


BANK RIOT, 

The riot, mentioned in our last, as having oc- 
curred at Cincinnati, was followed by one on the 
next day at Louisville. Mr. Lougee, who had 
rend himself obnoxious by his connection with 
the “ shinplaster” business, had an establishment 
at Louisville. The mob entered that, and de- 
stroyed books and papers. ‘T'he “ valuables” had 
previously been removed by the Cashier. 








PHILADELPHIA. 

We have had “as pretty a little panic” in this 
city, as any lover of the paper money system 
could desire. As what was “money” on one day 
was not “money” on the day following——nay, 
as what was “ money” in one hour, was not “ mo- 
ney” in the next, the question with each man 
was what he should do with his “money.” The 
over-conscientious used it in paying their debts, a 
movement to which they were, perhaps, prompted, 
in part, by the consideration that in the course of 
ashort time their “money” might no longer serve 
that purpose. Those who had no debts to pay, 
lent their “money” to their friends. ‘The alarm, 
of course, spread into the country, and the country 
dealers for miles round hastened to the city, to 
get rid of their “ money.” 

Then there was“ arun” onthe banks. Nota 
run for “specie,” for none was visible. But, 
what seems ludicrous, a run to exchange one bit 





however, with the exception of the Girard and the 
Pennsylvania, all stood this run bravely. At one 
time it was reported that the Camden had given 
way. ‘This occasioned no small alarm among 
those mechanics who had been saving the notes 
of this institution to pay their journeymen at the 
end of the week, just as the Bank of Pennsylvania 
had been saving 300,000 dollars in Girard notes 
to pay the dividends on the State stock. On 
Monday the run was confined to the Penn Town- 
ship and Moyamensing Banks; and the wags say, 
(we know not with what truth,) that the Moya- 
mensing met the run by paying out the notes of 
the Penn Township, and the Penn Township by 
paying out the notes of the Moyamensing. 

Business was, in a great degree suspended.— 
And yet we have heard of but one failure of ay 
moment, that of Alexander Benson & Co., Stoc 
brokers and Exchange merchants. A few months 
ago, their assets exceeded their liabilities in a 
quarter of a million. 
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Delegates from the banks have had meetings, 
and e arrangements, and hereafter we are to 
have “a most excellent currency.”. Each bank 
is to issue its own notes éedtosivaly: of the denomi- 
nations of $20 and upwards: and each is to make 
prompt settlements with the others, paying bal- 
ances in specie, or “in commercial bills, not hav- 
ing more than 45 daysto run.” A safety fund is, 
moreover, to be formed; to which each of the 
large banks is to contribute $100,000; and each 
of the small, $50,000. The contributions are to 
be specie, treasury notes, ‘‘or equally satisfactory 
security.” 

Thus, our “money” for wholesale transactions, 


is to consist of paper, not representing coin, but 


of paper representing debts, not arrived at matu- 
rity. For small transactions, our “ money” is to 
consist of State billsof credit, and the notes of the 
suspended country banks. Part of the agreement 
is, however, that the banks shall resume specie 
payments on the Ist of August. 

The United States, the Pennsylvania, the Gir- 
ard, and the Schuylkill Banks, are excluded from 
this arrangement. 

INCIDENTS. 

The two boys of the name of Pitcher, who com- 
mitted extensive forgeries on the house of Eyre & 
Massey of this city, have been arrested in Eng- 





land, and compelled to disgorge their ill-gotten 


gains. ; 

A broker of the name of Metford, in Wall 
street, N. Y., has been committing forgeries of 
mercantile notes. He has confessed his guilt. 

About 355 persons, owing debts to the amount 
about one million dollars, have applied for the 
benefit of the insolvent Jaws at the present ses- 
sion of the Court of Common Pleas for the County 
of Philadelphia. This is, we are told, about the 
average amount of debt /iquidated by our insolvent 
laws four times a year. Philadelphia city and 
county contain about one sixly-eighth part of the 
population of the Union. If insolvencies in other 

rts of the country beara like proportion to popu- 
ation, the amount of debt discharged in this way 
must amount in a year to upwards of two hundred 
and seventy million dollars. 


PENNSYLVANIA. 
As the funds of the State were in the Bank of 
Pennsylvania, the semi-annual dividend, due on 
the 1st of February, could not be paid. 


BANK NOTES. 

So great was the confusion, that the Commer- 
cial List of Saturday, omitted its usual tables of 
the price of bank notes and specie, and the rates 
of exchange. On Monday, Bank of Pennsylvania 
notes were at a discount of from 15 to 20 per cent. 
for specie; Girard, 25 to 39; United States, 50. 
Our “currency” was at a discount of 10 per cent. 
fur specie, though exchange on New York was 
offered at 74. 

In the N. Y. Price Current of Saturday, we observe no ma- 
terial variation from the rates given in our last, except that 
Pennsylvania and West Jersey notes are quoted at — a 10 
disc.; and the notesof most of the Ohio banks at — a 20 disc. 

173We have some acknowiedgements to make, but are 


obliged to defer them to our uext. ; 
he history of banking from 1790 to 1811, begun in our 


last, is continued on the next page. 
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The operations of Banks from 1790 to 1811, 
were much like their operations in our own 
days. Thus Mr. Burwell, of Virginia, in a 
speech delivered in 1811, said, ** In Balti- 
more, where the bank capital has always ex- 
ceeded the demand by solvent customers, and 
where, to give full employment to their funds, 
the banks have been accustomed to accommo- 
date mere speculators, failures have happened 
to the amount of a million, without property 
to pay the creditors twenty cents in the dol- 


‘lar. (A gentleman from Maryland corrected 


Mr. Burwell, by stating that the failures had 
in the aggregate exceeded the sum he had 
mentioned, but in no single instance had the 
loss to creditors exceeded 600,000 dollars.) 
**T stand corrected,”’ continued Mr. Burwell, 
** only 600,000 dollars.’’* 

It was in New-England, however, that 
Banking operations were carried farthest. — 
The author of a pamphlet entitled «* Remarks 
on Money,” published at Philadelphia in 
1814, says, some of the institutions in that 
quarter issued bills for so small a sum as 


twenty-five cents, whereby ‘* it was rendered 


so difficult in some of the Eastern States, to 
get a dollar changed, that it became necessary 
to purchase change of the money dealers in 
towns for current travelling expenses in the 
country.” 

Of the principles of operation of some of 
these institutions, we have a curious memo- 
rial in a report made on the 20th of March, 
1809, by a committee of the legislature of 
Rhode Island, appointed to inquire into the 
situation of the Farmers’ Exchange Bank of 
Gloucester. 

The committee state, ‘that the said bank 
was incorporated, February, A. D., 1804.— 
‘That by the charter, its capital stock was to 
consist of two thousand shares of fifty dollars 
each, payable in seven instalments, in gold or 
silver. It appears to the committee that the 
capital stock was not paid in according to the 
provisions of the charter. Some of the stock- 
holders paid the whole amount of the shares 
by them subsgribed ; others paid a part and 
gave their notes for the residue. The direc- 
tors did not pay any money whatever, for al- 
though, in common with the other stockhold- 
ers, the directors lodged the amount of their 
first instalment in specie, yet, in a very few 
days afterwards, all the directors received out 
of the bank the amount of said instalments in 
bills of said bank, for which no security what- 
ever was given, and they gave five notes, 
without endorsers, for the five first instal- 





* Legislative History of the United States Bank. 
QF 





ments, payable on demand, with interest: for 
the two last instalments, no payment was 
made or security given. The said notes re- 
mained in the bank until the directors trans- 
ferred their stock, when they were delivered 
up in the manner hereinafter mentioned. The 
directors were the holders of one hundred and 
three shares each, and in this manner did the 
Farmers’ Exchange Bank, which by the char- 
ter was to consist of two thousand shares, 
commence its operations with only six hun- 
dred and sixty-one shares, on which any pay- 
ments had been made in gold and silver, agree- 
ably to the express provisions of the char- 
ter: and the whole money paid into the 
bank at any one period whatever, on the said 
six hundred and sixty-one shares, amounted 
to nineteen thousand one hundred and forty- 
one dollars and eighty-six cents. 

** Prior to the twenty-ninth of March, 1808, 
sundry stockholders, holding four hundred 
and fifty shares, transferred them to the diree- 
tors of said bank. No money or other con- 
sideration whatever was paid by the directors 
with their own property to any of the stock- 
holders who so transferred their shares, but 
they were uniformly paid for with the pro- 
perty of the corporation. Most of the said 
stockholders were indebted to the bank in 
notes, and to thei their notes were given up, 
and if their shares exceeded the sum due from 
them to the bank, the balance was paid out of 
the bank with the property of the corpora- 
tion: and none of the said directors, or any 
person whatever, was debited for the said 
sums so paid. or for the notes surrendered. 

**On the third day of June, 1805, the 
board of Directors passed a vote permitting 
each director to take out of the bank two 
hundred dollars for the purpose of exchang- 
ing the same. The said directors have never 
paid or accounted for said money to the bank. 

‘* When the bank first commenced its ope- 
rations, the capital paid in, including the mo- 
ney paid by the directors, and which was 
soon after repaid to them, as is herein before 
stated, amounted to the sum of eleven thou- 
sand eight hundred and six dollars and sixty- 
one cents ; when the directors had, as before 
stated, taken back in bills the amount they 
had paid in specie for their first instalment, 
the capital stock really paid in, amounted to 
only the sum of three thousand and eighty- 
one dollars and eleven cents. 

**'The directors never declared any certain 
dividend of the profits of the Bank, but once 
a year paid to the stockholders interest gene- 
rally at the rate of eight per cent. per annum 
on the sums they had respectively paid in, 
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and the residue, amounting in some years to 
one hundred and thirty dollars each, the di- 
rectors divided among themselves. | 
“According to the books containing the 
weekly state of the bank, there were several 
iods when the amount of bills in circula- 
tion far exceeded the amount of notes due the 
bank ; for instance, on the twenty-fifth day of 
March, 1805, the amount of bills in circula- 
tion was seventy-two thousand two hundred 
and eleven dollars, and the amount of debts 


due the bank was fifty-three thousand two 


hundred and seventy-five dollars: at some 
periods, anterior to the 29th day of March, 
1808, the bank had in circulation from sixty 
to seventy thousand dollars. On the 28th 
day of March, 1808, there was in said bank, 
in specie and bills of other banks, three hun- 
dred and eighty dollars and fifty cents, and 
the bank had twenty-two thousand five hun- 
dred and twenty-four dollars of their own 
bills in circulation.” 

Under this system, the bank carried on 
operations about four years: and then eleven 
of the directors transferred their interest in 
the institution to the agent of Andrew Dexter, 
jun., of Boston. Each of the directors re- 
ceived thirteen hundred dollars in considera- 
tion of his transferring his shares: and each 
of them received back the notes he had given 
for instalments, the whole principal and in- 
terest whereof were then due to the bank.— 
‘‘ The thirteen hundred dollars were paid to 
some of the directors, by notes signed by Si- 
mon Smith and John Harris, as principals, 
and Andrew Dexter, jun., as surety: to others 
by surrendering them notes given by the 
bank for money borrowed, and to others by 
giving them the notes of individuals which 
were the property of the bank. It appears 
that all the money paid to the said directors, 
was paid out of the bank with the property 
of said corporation, except that there is 
charged to said Dexter, three thousand seven 
hundred and eighty-five dollars and ninety- 
five cents paid on that account.”’ 

Dexter thus got control of the institution, 
and having a board of directors disposed to 
favor his views, he got from the bank, at di- 
vers times in the course of the year, ‘* its bills 
to the amount of seven hundred and sixty 
thousand two hundred and sixty-five dollars, 
and there was paid to sundry persons for his 
use, three thousand seven hundred and eighty- 
five dollars and ninety-five cents.” 

‘From the first connection of Dexter with 
the bank, he appears, by himself and his 
agents, to have had the entire control and 
management thereof: all his schemes and 
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plans, however wild and extravagant, were 
adopted and carried into execution without 
reserve ; those of the directors who still pre- 
tended to superintend the concerns of the 
bank, took no care whatever to guard the 
interest of the stockholders or the public. 
‘Dexter was furnished with as much 
money as he thought proper to demand, and 
prescribed his own terms as to the security he 
gave, the rate of interest, and the time and 
manner of payment. ‘The greatest secrecy 
was used respecting his negotiations at the 
bank, to prevent the public from being alarmed 
at the immense sum of money which was so 
suddenly put in circulation ; and at the request 
of Dexter, the cashier signed the bills secret- 
ly, and chiefly in the night. Dexter never 
gave any security whatever, except his own 
name, for any money received by him from 
the bank. For the first sums delivered, Dex- 
ter gave his receipts: for other sums he gave 
receipts to the following purpose, that he 
would employ the money as their agent for 
their benefit, paying them six per cent. in- 
terest therefor, and redeeming the bills by 
paying specie for them as often as they re- 
turned to the bank, the cost of redemption to 
be paid by the bank. After these receipts 
had been standing for some time, they were 
taken up by Dexter, and a note given by him 
for the whole amount, of the tenor and effect 
following: ‘I, Andrew Dexter, jun., do prom- 
ise the President, Directors, and Company of 
the Farmers’ Exchange Bank, to pay them 
on order, dollars, in two years from 
the date, with interest, at two per cerit. per 
annum: it being however understood, that 
said Dexter shall not be called upon to make 
payment until he thinks proper, he being the 
principal stockholder, and best knowing when 
it will be proper to pay the same.’ ‘The said 
note was afterwards given to Dexter, and a 
note given by him for five hundred and seven 
thousand seven hundred and seventy-one dol- 
lars, bearing date on the 30th of November, 
1808: all the money received by Dexter 
after that time was delivered to him by order 
of Harris and Fairbanks, the last of which 
was delivered to him on the 9th of February, 
1809, for which Dexter gave his notes, which 
are now remaining in the bank : one bearing 
date on the 4th of November, 1808, for ‘hree 
hundred thousand dollars: one bearing date 
on the 30th of the same month for thirty-two 
thousand dollars, and one bearing date on the 
12th day of December, 1808, for six thou- 
sand dollars: all which notes amount to the 
sum of eight hundred and fifty-five thousand 
seven hundred and seventy-one dollars, paya- 
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OF PAPER MONEY AND BANKING. 


ble in eight years from their respective dates, 
bearing interest at and after the rate of two 
per cent. per annum. 

** Out of the amount above stated, as due 
from the said Andrew Dexter, jun., to the 
bank, ought to be deducted certain drafts or 
orders drawn on said Dexter by the cashier, 
to take up the bills at different times re- 
turned to the bank, as far as the said drafts or 
orders have been paid by said Dexter. The 
amount of said drafts or orders, according to 
the books of the bank, still. outstanding and 
unsettled, is two hundred and four thousand 
and five dollars, but of this sum the commit- 
tee have no means of ascertaining what part 
has been paid by the said Dexter. 

‘‘In December, 1808, the credit of the 
bank had become very low, and the bills were 
selling at a large discount: but the said An- 
drew Dexter, jun., and the other persons who 
managed the affairs of the bank, instead of 
putting a stop to the emission of their bills, 
and making some provision for the payment 
of those in circulation, redoubled their efforts 
to circulate sums to a large amount, when at 
the same time they refused the payment of 
the smallest sums at the bank. 

‘*'The president and cashier were inces- 
santly employed in signing bills :” and ** Dex- 
ter was continually urging them to sign bills 
as fast as possible,”’ telling them that every 
thing depended on his having them very 
speedily: that if they were not soon finished, 
he should not be able to dispose of them, and 
that at that time he should be able to sell 
some of them very well. The bills were 
made with so much precipitation, and the 
officers of the bank were so much pressed 
for time, that said bills were in some instances 
sent to Boston without being dated or num- 
bered. 

‘‘'There is now in said bank, eighty-six 
dollars and forty-six cents of specie. On the 
9th of February, 1809, there had been emit- 
ted by said bank, six hundred and forty-eight 
thousand and forty-three dollars of their bills, 
according to their books. Owing to the ex- 
treme confusion in which their mode of 
keeping their accounts has involved all their 
transactions, it is impossible to ascertain with 
precision the amount of their bills now in 
circulation : but from the inquiries and exami- 
nations made by the committee, they are of 
opinion that the bills of said bank now in eir- 
culation, amount to the enormous sum of five 
hundred and eighty thousand dollars.” 

The testimony of the cashier is appended 
to the report. It appears from his evidence 
that the emission of six hundred and forty- 
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eight thousand eight hundred and forty-three 
dollars in bank bills, spoken of by the com- 
mittee, took place between the 29th of March, 
1808, and the 9th of February, 1809, and 
that previous to the first mentioned date, the 
bank had bills in circulation to the amount of 
forty-five thousand eight hundred and twenty- 
one dollars. 

The history of the Farmers’ Bank of 
Gloucester shows what cunning men can do, 
when they have a legislative charter to work 
with. 

When the explosion took place, other 
New-England banks exhibited proof that 
they had been trading on the same principles, 
though not to the same extent. Ina speech 
in Congress, in February, 1811, Mr. Desha, 
of Kentucky, said, ‘*’The Berkshire and 
Northampton banks, both of Massachusetts, 
when their vaults were examined, one had 
perhaps thirty or forty dollars in it; the other, 
I believe, was entirely empty; the Coos 
Bank, (I believe it was called,) of New- 
Hampshire, was nearly in the same situation, 
and thousands of their bills in circulation at 
the same time.” 

Mr. Burwell, of Virginia, said, *‘ The State 
of Massachusetts found, upon examining the 
vaults of the banks, the whole of them did 
not contain specie equal to the paper issued 
by a single one.”’ 

We have no list of the New-England 
banks that stopped payment previous to the 
war: but it is evident from all testimony, that 
the banking institutions in that quarter had 
extended their operations so far, that the ne- 
cessary reaction produced very disastrous 
consequences. 

South of New-England, the banking sys- 
tem was, in some respects, less pernicious 
than it has been at any period since the year 
1814. ‘The notes of the. banks were then 
‘convertible’ into either gold or silver.— 
The old Bank of the United States issued no 
notes of a less denomination than ten dollars : 
whereby it was enabled to exercise a more 
salutary control over the local banks, than the 
second U. 8. Bank ever found possible. 

As long as a state of war existed between 
Spain and Great Britain, the citizens of this 
country were the catriers and commercial 
agents of Spain,, and nearly all the metallic 
treasures of Mexico passed through our hands. 
From the peace of Amiens, in 1801, this in- 
flux of silver abated ; but it was still consid- 
erable. It could hardly be regarded as part 
of the currency of the country, being received 
by us in payment for European goods, and 
afterwards transmitted to those from whom 
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we had obtained those goods ; yet temporary 
deposits of it were made in the banks, 
whereby these institutions were sometimes 
prevented from feeling the effects their ex- 
pansions must otherwise. have produced.— 
The specie constantly in fransitu from South 
America through the United States to other 
parts of the world, was so great in amount, 
that'a retention of the quarterly or semi-quar- 
terly supply for only a month or two was 
sufficient to relieve the banks from the diffi- 
culties into which they were occasionally 
brought by extending their operations too 
far. 

The suspension of specie payments by 
the Bank of England, and the free use of pa- 
per on the continent of Europe, diminished 
the demand for the precious metals as a ma- 
terial for money. ‘This rendered the pressure 
on the American banks less severe than it is 
at present.” 

High dividends were not the only profit 
those who had the control of the banks de- 
rived from their situation. Banking was a 
closer monopoly than it now is, and circum- 
stances were such as to render that monopoly 
very lucrative. Money being at this period 
worth inore than bank interest to mercantile 
men, facility of borrowing gave to such as 
possessed it great advantages. Our commerce 
was exposed to frequent interruptions by the 
beligerents. ‘These sometimes made the ne- 
cessity of borrowing very urgent, which ne- 
cessities the agents of the bank directors used 
to meet by lending money at two or three 
per cent. a month. 

The banks expanded and contracted their is- 
sues then, as the banks do now, and as credit 
banks from the necessity of their nature always 
will do; and the occasional plenty of money 
produced by banking operations, and the sub- 
sequent scarcity, had the same effects that 
they have in our own times. As a close veil 
was then thrown over banking proceedings, it 
was not always easy to trace these effects to 

their causes: but even in those days it was 
not possible completely to conceal the con- 
nection of causes and consequences from the 
eyes of observers. ‘The periodical demand 
for specie for the China and East India trade, 


* The competition among the banks being less than it is 
now, these institutions made very high dividends. In 1792, 
the Bank of North America divided 15 per cent.: in 1793, 134 
per cent.: 1794 to 1799, inclusive, 12 Og cent. per an- 
num: from 1800 to 1802, 10 per cent.; in 1803, 94 per cent.; 
from 1904 to 1810,9 percent. The dividends of the old Bank 
of the United States were from 7 5-8 per cent. to 10 per cent. 
From 1792 to 180, the Bank of Pennsylvania never divided 
less than 3 cent., and sometimes its annual dividends 
were as high as 10 percent. Dr. Boliman, writing in 1810, 
said, ‘nove of the banks divided less than 8 per cent., and 
some of them much more.” 
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always caused a pressure in the money mar- 
ket. ‘I'he specie atthe Branch Bank at New- 
York was, it is said, reduced on one Occasion 
tolten thousand dollars.t Notwithstanding 
all the advantages the banks then enjoyed, 

they were probably many times brought near 
the necessity of suspending specie pay ments, 
for they had the same inducements then that 

they have now for extending their operations 

as far as possible. 

The effects of these operations were less 
severely felt, the further a county or a town 
was removed from the sphere of bank influ- 
ence. In many of the agricultural districts, 
the state of credit was sound, or nearly so. 
The} vulgar prejudices of the country peo- 
ple in favor of gold and silver money, were 
not then entirely subdued.”” The spirit of 
wild speculation did not often infect them. 
Industry and economy were regarded as the 
true roads to wealth: and men of reputation 
found little difficulty in borrowing as much 
money as was wanted. ‘The country capi- 
talists did not then purchase bank stock with 
their surplus funds, but lent them to their in- 
dustrious neighbors for long periods. Little 
risk attended this mode of lending, and it was 
mutually beneficial to the parties concerned. 

** Before the establishment of banks in the 
interior,’ says a committee of the senate of 
Pennsylvania,{ ‘* the farmer who possessed 
credit and character, experienced little diffi- 
culty in borrowing on his simple bond, for 
one or more years, any sum which it was 
thought could be prudently loaned to him.— 
Embarrassments and failures, in those days, 
were scarcely known among our husband- 
men; and society moved on by a regular, 
sure,and happy march. In our cities, on the 
contrary, where loans have been chiefly made 
by incorporated banks, we have seen a con- 
tinued succession of bankruptcies; and had 
it not been for the practice so universally 
poeoent amongst merchants, of securing the 

anks for the sake of endorsers, banking long 
since would have been abandoned as an un- 
profitable trade.”’ 

A writer in the Richmond Inquirer, gives 
a testimony similar to that of the committee 
of the senate of Pennsylvania. He says— 

‘From the adoption of the Federal Con- 
stitution in 1787, down to 1804, banks were 
unknown in Virginia, with the exception of a 
branch of the old United States Bank in Nor- 
folk, about 1799 or 1800. The paper of this 


t Vide “A Peep into the Bank,” New-York, 1828. 
J Report on the renewal of bank charters, January 15th, 
1€21. Condy Raguet, chairman. 
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bank scarcely found its way into the interior 
of the country: and it may be truly said, the 
currency of the country was metallic. Until 
the year 1798, no people enjoyed more hap- 
piness or prosperity than the people of the 
United States—nor did any country ever 
flourish more within the space of time. The 
desk of every agriculturist in Virginia had 
some gold or silver to spare, if he was a pru- 
dent, industrious man ; or he had something 
like money to spare in the hands of his mer- 
chant, who, in the days of which I am speak- 
ing, acted as a banker to his prospering cus- 
tomers. Nor was any interest paid upon 
such moneys as might be deposited in the 
hands of the merchant: because both planter 
and merchant considered themselves accom- 
modated by the arrangement: the planter in 
having his money safely kept for him, until 
he wanted to use it, and the merchant in hav- 
ing the use of the money until it was called 
for. Under such circumstances, none will 
doubt the happy condition of both planter and 
merchant; and if the view be somewhat ex- 
tended, it will be found that this state of pros- 
perity was not confined to one or two classes 
of society, but extended to all. The man 
embarrassed might readily sell something, 
and to advantage, to pay hisdebts. The cur- 
rency of the country being specie, was widely 
scattered through the land, and in diversified 
hands ; so that its concentration at any par- 
ticular point was impossible; and conse- 
quently its removal from the country could 
not happen to any great extent. 

‘*] know there are many, who in order to 
effect present objects, insist that commerce 
could not be carried on without the aid of 
banks. To this I answer, how was com- 
merce carried on before we had banks? Will 


_ any body deny there was any commerce in this 


country at that time? No one will be found 
hardy enough to take this ground ; for every 
intelligent man of forty years knows that, 
before there were any banks in Virginia, the 
foreign commerce of the country was greater 
than it has ever been since, and the country 
far more prosperous. Nor was there the 
least inconvenience in transmitting money 
from one point to another through the mer- 
chants, whose credit then, was as good as the 
credit of the Banks now, if not better. Banks 
have destroyed the credit and confidence 
which men had in one another. . 

‘* No people had more cause to rejoice than 
the people of Virginia; but alas, the banks 
came, and all things became changed. Like 
the Upas tree, they have withered and de- 
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stroyed the healthful condition of the country, 
and inflicted on the people political and pe- 
cuniary diseases of the most deadly charac- 
ter.”’ 





CHAPTER VII. 
Of Banking from 1810-11 to 1814-15, 


Arter the unsuccessful attempt to obtain 
from Congress a renewal of the charter of 
the United States Bank, overtures were made 
to the Legislature of Pennsylvania. The 
petitioners offered a bonus of five hundred 
thousand dollars, and a loan of five hundred 
thousand dollars more, for an act of incorpo- 
ration under the title of the ‘American Bank, 
with a capital of five million dollars.* The 
offer was, in a fiscal point of view, very ad- 
vantageous, but it was mot accepted ; less per- 
haps from any remains of the old democratic 
enmity to the system, than from a desire of 
individuals to get charters for the particular 
benefit of themselves and their friends. 

‘“« The anxiety displayed by the stockhold- 
ers of the United States Bank to continue 
their business,’’ says a committee of the sen- 
ate of Pennsylvania,t ‘‘ and the successful 
appearance of their dividends, added to the 
locating of branches of the Penns¥lvania 
Bank in the country, very naturally excited 
the attention of the public, and particularly 
of the inhabitants of some of the interior 
counties of the State, who fancied that much 
of the prosperity of cities was to be traced 
to the establishment of Banks, and that if that 
were the case, there was no reason why the 
country should not participate in their advan- 
tages.{ Such considerations as these, urged 
on by the desire of accumulating wealth with- 
out the dull exercise of labor, engendered a 
spirit of speculation. It was supposed that 
the mere establishment of banks would of 
itself create capital, that a bare promise to 


*« Concise Observations on the Propriety of incorporating 
New Banks.” Philadelphia, 1812. 

t Report on the Causes and Extent of the Present General 
Distress, read January 29th, 1820. Condy Kaguet, chair- 


man. 

1 If they had supposed that the prosperity of some of the 
inhabitants of cities was owing to the establishment of 
banks, they would not have been far wrong. Nor were they 
in error in supposing that bank notes are money to those 
who issue them, if others are so simple as to receive them ; 
nor that a universal rise in the price of land and commodities 
brings an increase of wealth to those who are fortunate 
enough to make sales while prices are high. Their error was 
in supposing that a system which is profitable to any, only 
because but few ae in it, might be extended so far 
as to be profitable to all who might wish to share in its ad- 
vantages. 
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pay money, was money itself, and that a 
nominal rise of the price of land and com- 
modities, ever attendant upon a plenty of mo- 
ney, was a real increase of substantial wealth. 
The theory was plausible, and too well suc- 
ceeded. ‘The Farmers’ Bank, with a capital 
of three hundred thousand dollars, was es- 
tablished in the county of Lancaster, in the 
beginning of the year 1810, and was accom- 
panied by several others in the city, as well 
as in other parts of the State. 

‘These early symptoms of a mania for 
banking, induced the legislature, on the 19th 
of March, 1810, to enact a law prohibiting 
unincorporated institutions from issuing notes, 
or pursuing any of the operations of banks ; 
but in defiance of its provisions, the system 
was persevered in, and even companies in- 
corporated for the purpose of constructing 
bridges, departed from the spirit of their char- 
ters, converted themselves into banks, and 
emitted notes for cireulation. 

‘‘The war, as might naturally be expect- 
ed, put a temporary stop to the exportation 
of specie, and thereby removed the only 
check against inordinate issues of paper, 
which ean possibly exist. ‘This cessation of 
the returning of netes for payment, had the 
effect of inviting the banks to enlarge their 
issues. Loans were made to government to 
an immense amount, and to individuals vastly 
beyorid what the absence of foreign commerce 
justified, and a gradual depreciation of the 
currency was the result. ‘he increase of 
dividends, and the facility with which they 
appeared to be made, extended throughout 
the whole commonwealth the spirit of specu- 
lation, already introduced into some counties. 
The apparent success of the Farmers’ Bank 
of Lancaster, which from the enormous ex- 
tent of its issues was enabled to divide up- 
wards of /we/ve per cent. per annum, and to 
accommodate its stockholders wi/h /oans to 
double the amount of their stock, had apow- 
erful influence on the public mind. A bank 
-by many was no longer regarded as an in- 


strument by which the surplus wealth of’ 


capitalists could be conveniently loaned to 
their industrigus fellow-eitizens, but as a mint 
in which money could be coined at pleasure, 
for those who did not possess it before. Un- 
der these delusive impressions, associations 
of individuals sprang up m every quarter, 
holding out inducements to the farmer, the 
merchant, the manufaeturer, and mechanic, 
to abandon the dull pursuits of a laborious 
life, for the golden dreams of an artificial for- 
tune. 
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** The liability, however, to individual 
ruin, attendant upon unchartered copartner- 
ships, restrained in a degree the banking 
mania, and impelled the projectors to apply 
for a legislative sanction. During the session 
of 1812-13, a bill to incorporate twenty-five 
institutions, the capitals of which amounted 
to nine million five hundred and twenty-five 
thousand dollars, was passed by both houses . 
of the legislature, by a bare majority of one 
vote in each. ‘The bill was returned by the 
governor with his objections, which were 
sensible and cogent, and ona reconsideration 
the votes were 38 to 40. At the following 
session the subject was renewed with in- 
creased ardor; and a bill authorising the in- 
corporation of forty-one banking institutions, 
with capitals amounting to seventeen million 
dollars, was passed by a large majority.— 
This bill was also returned by the governor 
with additional objections, but two-thirds of 
each House, (many members of which were 
pledged to their constituents to that effeet,) 
agreeing on its passage, it became a law on 
the 21st of March, 1814, and thus was in- 
flicted upon the commonwealth an evil of a 
more disastrous nature than has ever been 
experienced by its citizens. Under this law 
thirty-seven banks, four of which were es- 
tablished in Philadelphia, actually went into 
operation. 

‘'The immediate commencement of a 
number of these banks, with scarcely a bona 

Jide capital equal to the first instalment, for 
the convenient mode of discounting stock 
notes to meet the subsequent payments, was 
soon discovered, increased the mass of paper 
credits already too redundant, and depreciated 
the whole circulating medium so far below 
specie value, as to excite a want of confidence 
in its convertibility. In the absence of a 
foreign demand for specie, a domestic one 
arose. ‘The laws of the New England States 
had been so rigorous upon the subject of 
banks, which were liable to a penalty of 12 
per cent. per annum for the non-payment of 
their notes, that no depreciation of fheir cur- 
rency took place. ‘The consequence thereof 
was, that the difference between the New- 
England prices of commodities, stocks and 
foreign bills of exchange, and those of Penn- 
sylvania, was equal to the extent of the 
depreciation of the currency of the latter; 
and as our bank notes were redeemable on 
demand, the most profitable remittance which 
could be made to New-England, in exchange 
for her commodities, was specie; and this 
demand created a run upon the banks whieh 
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they were not able to withstand. The situa- 
tion of the Southern and Western banks was 
precisely similar to that of our own. All 
had over-issued, and a general depreciation 
had ensued. ‘The same causes produced the 
same effects, and a general stoppage of all 
the banks in the United States, except those 
of New-England, took place in August and 
September, 1814.* ‘The New-England de- 
mand, it is true, was increased by two causes, 
viz.: first, by facilities in foreign trade through 
neutral vessels, which were afforded them by 
an exemption from the blockade of the ene- 
my ; and secondly, by a well grounded appre- 
hension that the Southern banks, from their 
extensive emissions, would necessarily be- 
come embarrassed. Certain it is, however, 
that all these causes combined could not have 
a a general suspension of payment, 

ad our banks observed the same caution in 
their issues as that which characterized the 
banks of the Eastern States.” 

From this account it appears that one year 
before the expiration of the charter of the 
United States Bank, and two years before the 
commencement of the war with Great Britain, 
the bank mania raged in Pennsylvania with 
so much violence as to require legislative in- 
terposition. Ina year or two after, the mania 


infected the Legislature. It had received a 


check in New-England, and was now, ac- 
cording to the natural course of things, spread- 
ing south and west. 

- The infatuation of the high authorities of 
the United States government, was as strong 
as that of the people and of the local legisla- 
tures. War was declared against Great 
Britain in June, 1812; and bank notes and 
bank credits were seized on to defray the ex- 
penses of fleets and armies. ‘The bank 
capital has been stated at seventy-five mil- 
lions,” said the Conmittee of Ways and 
Means of 1813-14, of which Mr. Eppes was 
chairman. ‘On this capital we may calcu- 
late ‘with safety on a circulation in notes and 
discounts of one hundred millions. From 
this sum deduct 47,569,120, the maximum 
of what is deemed necessary for circulation, 
and the sum remaining, viz. 52,430,880, con- 
stitutes the ability of the moneyed capitalists 


* It appears from other documents, that when the British 
made an inroad into the State of Maine, some of the banks 
in that quarter of the country suspended payment; that the 
banks of Ohio and Kentucky maintained specie payments 
till the latter part of ber, or the beginning of January ; 
and that the Bank of Nashville, (one of the two banks then 
in operation in ‘Tennessee,) did not stop payment till Au- 
gust, 1815. The banks of Louisiana suspended payment in 
April, 1814 four months sooner than the banks of Pennsy)- 
vania. 
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to loan. Of this sum we propose to borrow 
thirty millions.”’ 

In conformity with these ees about 
six millions were borrowed in 1812, from 
the banks, and about four millions more from 
individuals, whe had obtained from the banks 
the means of lending. 'Theseloans were ob- 
tained at par. In the next year the govern- 
ment borrowed about twenty millions, for’ 
every hundred dollars of which it issued a 
certificate of stock for one hundred and thir- 
teen dollars. In the following year it bor- 
rowed about fifteen millions, for twelve mil- 
lions of whieh stock was issued at the rate: 
of one hundred and twenty-five dollars, for 
one hundred dollars paid in. ‘Then, as Mr. 
Ingham said in Congress, ‘it seemed impos~ 
sible to borrow on any terms.” 

The policy of carrying on the war by 
means of loans, eannot be said to have been 
an unwise one: but what ought to have beem 
an essential point in this policy, namely, 
drawing on the real resources of the country 
to an extent sufficient to support the credit 
of government, was neglected. It was 
known beforehand, that the operations of the: 
enemy would, by cutting’ up our commerce, 
diminish the revenue from the customs: yet, 
the first steps towards raising a revenue by 
internal taxation, were not taken till July and 
August, 1813: and the acts which were then 
passed, did not take effect till the Ist of Jan» 
uary, 1814. 

The consequence was, that the revenve of 
the three years, 1812, 1813, and 1814, 
amounted to only thirty-srx millions, or about 
twelve millions a year. Thecharges on go- 
vernment in time of peace, amounted to eight 
millions a year, and with the remaining four 
millions we were endeavoring to carry on » 
war with the most powerfal nation on the 
globe ! 

As an auxiliary means of supplying finan- 
cial wants, emissions were made of treasury 
notes, bearing an interest of five and two- 
fifths per cent. per annum, reimbursable one 
year after they were issued, and’ receivable 
in payment for duties, taxes, and public lands. 
Of these notes, nearly three gnillions were 
issued m 1812, about six millions m 1813; 
and upwards of eight millions in 1814. As 
great part of the revenue of twelve millions 
a year was received. in treasury notes, the 
reader ean judge of the condition of govern- 
ment. 

‘The: mania which raged among'the people; 
and which infected the legislatures of the dif- 
ferent States, would:have produced great evils 
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if we had remained at peace. But this finan- 
ciering of the United States government 
hastened the crisis and exacerbated all the 
symptoms of the disease. The country was 
flooded with paper, which might, without 
impropriety, be regarded as a new emission 
of continental money, differing from the old 
only in having the banks for endorsers.— 
Gladly did these institutions avail themselves 
of the excuse for stopping payments, which 
was afforded by the inroad of the enemy into 
Maryland. 

For some time after the suspension of 
specie payments by the Bank of ;England, 
its notes remained on a par with specie.— 
When they began to depreciate, the notes 
of all the other banks experienced an equal 
depreciation, because they were exchangable 
for those of the Bank of England. The 
currency: was at times as much as twenty 
per cent. below the legal standard. But the 
scale of depreciation was the same through- 
out England and Wales. 

The suspension of specie payments in the 
United States, differed from that of England 
in two important particulars. It did not take 
place throughout the country, and as each 
bank was independent, there was a different 
scale of depreciation for each county and 
each town. 

The paper, however, still served as a me- 
dium of commerce. ‘The merchant of Pitts- 
burg put an additional price on his goods, 
equivalent to the depreciation of the cur- 
rency in that quarter: and as he had ob- 
tained ten or twenty per cent. more on his 
sales, he was enabled to pay ten or twenty 
per cent. more on his purchases. A loss 
was sustained by individuals when the pa- 
per underwent. an additional depreciation 
while remaining in their hands; but their 
indignation, instead of falling on the banks, 
was vented on the innocent and useful ex- 
change merchants. 

On the 19th of November, or eighty days 
after the suspension of specie payments, 
the paper of the best Banks of Philadelphia 
was at fourteen per cent. discount: yet but 
little murmurjng was heard, except at the 
refusal of the banks to receive Southern 
and Western paper on deposit. Prices were 
rising, business was brisk, and if any man 
experienced difficulties, he attributed them 
to the war. 

Such was the state of things, when, on 
the 14th of October, 1814, or forty-four 
days after the suspension of specie pay- 
ments, Mr. A.J. Dallas, Secretary of the 
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Treasury, recommended the establishment 
of a National Bank, with a capital of fifty 
millions, of which twenty millions should 
be subscribed by government, and paid in 
six per cent. stock. The residue of the 
capital was to be subscribed by individuals, 
and was to be paid, six millions in gold and 
silver coin, in three different instalments, six 
millions in treasury notes, and eighteen mil- 
lions in six per cent. stock. ‘The bank was 
to be bound to lend thirty millions to govern- 
ment, and was to be authorized to suspend 
specie payments, if the President of the 
United States should deem such a suspen- 
sion advisable. 

So desperate was the state of credit, that 
this desperate expedient was regarded with 
favor by many members of Congress. Mr. 
Ingham, who was one of its advocates, 
said, ‘*should any unexpected difficulties 
menace the bank, there will be a resort to 
the power of suspending specie payments. 

* * * " = 

$ . . I do not appre- 
hend any serious consequences will result 
from the temporary suspension of specie 
payments, The experiment was tried many 
years ago in England, and has been coutinued 
up to this time, without injury to the com- 
mercial interests, and with essential benefit 
to the nation at large. It has also been tried 
here, and, though bank paper is somewhat 
depreciated thereby, it is solely because it 
will not answer the purpose of paying bak 
ances between people of different States, for 
which specie had usually been employed.— 
For example, the bank paper of the Distriet 
will not enable you to trade east of Balti- 
more : yet every article to be purchased with 
it here, is as cheap as it was twelve months 
ago. It may, therefore, be fairly inferred, 
that a paper which was receivable all over 
the United States in taxes, and might be 
exchanged for notes of smaller or greater 
denomination, or treasury notes in each of 
the States, would, from its general conveni- 
ence, continue to circulate without deprecia- 
tion, even though a temporary suspension of 
specie payments should take place.”* 

Mr. Gaston, of North Carolina, compared 
this proposition to relieve the evil arising 
from too much paper by throwing more Into 
circulation, to the remedy which Burke had 
described the French Convention. as pre- 
scribing for every evil, viz., issuing more as- 
signals. 


* Legislative History of the United States Bank. 
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RESUMPTION OF SPECIE PAYMENTS. 


We have received a copy of the Winchester 
Virginian, of January 19th, in which is a very 
able memorial to the Legislature of Virginia, 
urging a resumption of specie payments. The 
author requests us to say, if his views are correct. 
The particular question on which he wishes our 
opinion is, we presume, embraced in the following 
extract. a 


“Coin (gold and silver) will not circulate with 
irredeemable paper. When the latter circulates, 
the former ceases to be used as a currency, becomes 
an article of merchandize, and is bought and sold 
like other valuable commodities, and like them its 
rise or fall, as compared with irredeemable paper, 
depends upon the quantity of the latter issued.— 
And the enhancement in the value of the precious 
metals as compared with irredeemable paper, in- 
dicates as truly the excess of the issues of that 
bane of our country, as does the thermometer the 
temperature of the atmosphere. ‘Thus, when 
one hundred and ten dollars of paper are necessa 
to command one hundred dollars in coin, it indi- 
cates an excess in the issues of paper of ten per 
cent. 


“ Now if this rule be true, and many practical 
men concur in the belief that it is so, it proves. 
that the entire amount of excess in the circulating 
medium of this State is six per cent., that being 
the premium the precious metals bear in this mar- 
ket. And all that is required in order to a resump- 
tion of specie payments, is a curtailment of the 
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discounts of the banks toan extent sufficient to 
diminish the circulation of the State six per cent., 
and an avowal by them of their abandonment of 
their present dishonorable course. And while we 
are not sufficiently familiar with our local currency 
to warrant us in forming an estimate of its amount, 
we hazard little in saying that it falls very far 
short of half the aggregate of the discounts of 
our banks. 
_ “ But suppose the circulation of the banks be 
equal to half the aggregate of their discounts, 
then a resumption of specie payments can be 
brought about by a curtailmen! of the discounts 
of the banks three per cent., and then all the ills 
with which the community have to contend, and 
under which the honest and industrious laboring 
classes suffer so much, can, by so small a sacrifice, 
be removed. In other words, the rights of the 
masses are outraged, the Jaws set at defiance, 
ublic morals corrupted, and all other ills of an 
irredeemable paper currency are inflicted upon 
us, in order that a few bank favorites ee be able 
to borrow, use, and pay interest upon three per 
cent. more money than they would be able to 
command under another and better state of things; 
and in order that the banks may draw an interest 
upon six per cent. more bank credits than they 
can keep in circulation, and do that which is hon- 
est.” 


We have consulted with our friends on this 
subject, and we find them all, both practical bank- 
ers and scientific economists, of one opinion, name- 
ly, that the question is not one of quantity only, 
but of quantity and quality combined, and that the 
extent to which the banks must reduce their dis- 
counts in order to resume and to sustain specie 
payments, depends on a variety of circumstances. 

As a small excess in the quantity of any com- 
modity, be it paper-money or any thing else, may 
cause a considerable fall in its value, it is quite 
possible to suppose a case in which a smaller re- 
duction than is mentioned in the quotation above 
given, would bring a depreciated currency up to 
par. Such would be the case, if the inhabitants 
of the district in which the notes of the bank cir- 
culated, owed nothing to the inhabitants of other 
districts, if they had full confidence in the bank 
making the issue, and more especially if most of 
those holding the notes of the bank or having de- 
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posits in it, had an interest, either as stockholders 
or as borrowers, in supporting the credit of the 
institution. In supposing that the inhabitants of 
the district owe nothing to the inhabitants of other 
districts, we suppose also that the bank itself owes 
no balances abroad. 

On the other hand, let it be supposed that the 
inhabitants of the district owe large amounts to 
» the people in other places,—that, through’a series 
of events, confidence in the bank is shaken—and 
that most of its notes and depositsare in the hands 
of persons who have no interest in supporting its 
credit. ‘Then, a considerable reduction must be 
made in the amount of the current credits of the 
bank, in order to bring them up to par. | 

One of the reasons alleged by our banks for not 
resuming specie payments, is the large amount of 
debts due, not by the banks themselves, but by the 
merchants of Philadelphia to their eastern corres- 
pondents. The New Englandmen choose to have 
the payment of the debts due to them postponed, 
rather than be paid in a depreciated currency.— 
Should the banksresume specie payments, a large 
amount of bank deposits, now lying dormant, 
would be called for either in specie or its equiva- 
lent, and meeting such demands would, to say the 
least, prove extremely inconvenient. 

Another reason with our banks for not resuming 
is, that the public have so entirely lost confidence 
in them, that no man, not having an interest in 
supporting them as a stockholder or a borrower, 
would trust them a day longer than he could pos- 
sibly help. The market people might receive 
their notes, but they would not take them home 
with them. 

_ Should our banks resume, there would be a de- 

mand for both bank notes and bank deposits; but 
it would be for the smallest amount with which it 
would be possible to carry on the wholesale trans- 
actions of the town. People would not, as they 
did in former days, hoard bank notes and bank 
deposits, with just as much avidity as their fore- 
fathers did gold and silver. 

The demand for money, be that money paper 
or metal, is two-fold. First, to pay debts which 
are due, or to make purchases which are immedi- 
ately desirable. Secondly, as an investment, 
which will afford the means of paying debts or 
making purchases in some after time. Our money 
is at present inconvertible paper, and its value is 
maintained in the market by this two-fold demand. 
We hoard to a certain extent even inconvertible 
notes, and inconvertible deposits, because we sup- 
pose that they may a week, ora month, or perhaps 
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three months hence, be as available in paying debts 
and making purchases as they arenow. But let_ 
the banks resume specie payments, and the whole 
demand for money as an investment, even if it is 
intended to be held in that form for only ope 
month, will be for metallic money. 

These causes would operate with more force in. 
Philadelphia and its neighborhood than in Vir- 
ginia, and in some other parts of thecountry. 

The effects of the measures taken to produce a 
resumption of specie payments, are sometimes 
very different from what are anticipated. When 
the question was agitated in Great Britain in 
1819, Ricardo gave it as his opinion that a resump- 
tion would not cause a greater fall than four or five 
per cent. in the prices of commodities. Ina de- 
bate in the British Parliament some years after- 
wards, Earl Grey said “he looked back with as- 
tonishment on this opinion, as it was now an in- 
disputable fact that the approaching return had 
the effect of depreciating property thirty-five per 
cent.” 

Perhaps this fall of prices was in part owing to 
other causes. Weare strongly inclined to think 
it was. And that, among other causes, the great 
disorders which prevailed in the United States in 
1819, and subsequent years, had a great effect on 
prices in Great Britain. If but oneof the leading 
branches of industry in a country be greatly de- 
pressed, every other branch will feel the effects 
thereof. As Great Britain has its chief foreign 
maket in the United States, whenever we get into 
trouble, several of its leading branches of industry 
are greatly depressed, whereby all the rest are af 
fected. 

Another cause to which we are disposed to at- 
tribute the great fall of prices in Great Britain, is 
the change from asilvertoa gold standard, Before 
the bank restriction act in 1797, silver was, to @ 
great extent, the practical standard in Great 
Britain, so far as any metal can be considered as 
the standard in a country using paper money.— 
During the interval that elapsed between the sus- 
pension and the resumption of specie payments, 
gold rose greatly in value as compared with sil- 

ver. In 1797, one ounce of gold was worth, say; 
15 ounces of silver. In 1821, one ounce of gold 
was worth nearly 16 ounces of silver. Sincesthe 
resumption of specie payments, silver has not been 
a legal tender in Great Britain for a larger amount 
than forty shillings. We believe that British 
writers on the currency, have not duly considered 
the effect which this change of standard produced ; 
and that the fall of prices which they attribute 
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solely to the resumption of specie payments, was 


owing in part to the adoption of gold as an exclu- 


sive standard, without due reference to the fact 
that a great rise had taken place in the value of 
gold as compared with silver. 

As our banks have the option of paying in either 
gold or silver, and as gold is now estimated at our 
mint at itstrue market value, we should not have 


_ this difficulty to contend with. But we should 


have others of a not less serious nature, arising 
out of the general want of solid capital on the 
part of the banks, and a general want of ability to 
pay on the part of bank debtors. 

The paper of a particular bank is at, say, only 
six per cent. discount :.but that it is not at a dis- 
count of twenty or thirty, is perhaps owing only 
to the forbearance of other banks which are its 
creditors. And these other banks are enabled to 
exercise such forbearance only by means of vari- 
ous contrivances, by which they support their own 
credit, many of which contrivances are known 
only to the initiated. Perhaps the exercise of for- 
bearance by the creditor banks towards the debtor 
banks, is merely the result of policy. They may 


know that by pressing their demands for payment, ° 


they may lose every thing. They may hope to 
gain something by temporising. ‘They may fear 
to produce a run on themselves, by treating 
other banks as the Northern Liberties Bank lately 
treated the Girard. 

In the present condition of things, we do not 
look upon the prices which bank notes bear in the 
market asa fair testof their ultimate value. Such 
value as they possess, is, in a great degree, the re- 
sult of cunning, combination, contrivance, policy, 
and mutual forbearance, arising from a sense of 
mutual weakness. ‘ 

In a few words, we do not look upon a resump- 
tion of specie payments as an object as easy to be 
effected as some people imagine. Few of our 
banks ever had any capital but the stock notes of 
their subscribers, A bona fide payment of these 
stock notes, under present circumstances, is im- 
practicable. They have not, therefore,. in their 
capital, the means of resuming, that is, of paying 
their debts, for their very capital consists of no- 
thing but promises to pay. 

If they had confined their discounts to com- 
mercial paper, resumption would be easy. But 
they have not done this. They have made most 
of their loans to land speculators and stock job- 
bers. : ; 

There is nouse in concealing from ourselves the 
real difficulties of our situation. Full two-thirds 
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of the banks in the “suspended district” never 
can resume and sustain specie payments. The 
sooner, therefore, they make the necessary prepa- 
ration for winding up their affairs, the better will 
it be for them, and the better will it be for the 
community. 





(<r"The History of A Little Frenchman and 
his Bank Notes,” has been extracted by us froma 
pamphlet published in this city in the year 1815. 
At éhat time, as now, the banks were in a state of 
suspension, but then every body that chose made 
money out of paper, and notes for the fractional 

rts of a dollar took the place of silver change. 
Without a knowledge of this fact, some passages 
in “The History of A Little Frenchman” will 
not be understood by readers in this vicinity. 


THE HISTORY OF A LITTLE FRENCH- 
MAN AND HIS BANK NOTES, 


Travelling lately in a stage from the South, | 
fell in company with a little Frenchman of rather 
singular appearance and dress, who, contrary to 
the characteristics of his good humored nation, 
seemed animated by an inveterate propensity to 
grumble at every thing. He never paid or re- 
ceived money without a vast deal of shrugging 
of his shoulders and other tokens of dissatis- 
faction, and whenever he handled a bank note, 
eyed it with a look of most sovereign contempt. 

e talked English tolerably well, except when 
was in a passion, when he sputtered rench most 
vehemently. His complexion and dress denoted 
him to be of the West Indies—the first being a 
sort of mahogany color, and the latter as follows, 
as nearly aahean or ms hat was Saree 
ingly high-crowned, and his little pigtail queue 
denciad tone under it, like a rat’s tail _He had 
rings in his ears—a coat with long skirts—cut 
nearly to a point, and reaching to his ancles—a 
white dimity waistcoat, and breeches, with gold 
buttons; and he wore a watch with a chain and 
trinkets that reached half way down to his knee. 
His appearance, dress, and, above all, his ill hu- 
mor, excited my curiosity and induced me to in- 
quire into his history. The second day, having 
got a little acquainted, he let me into secret 
of his dissatisfaction. 

It seeins the little man had arrived from Cuba, 
with about eight thousand dollars in gold, which 
by way of security he lodged in one of the banks 
at Savannah. When he came to demand his mo- 
ney, he was told they did not pay specie, and he 
must therefore take bank notes or oe Being 
an entire stranger, and ignorant of the deprecia- 
tion of paper money, arising from the refusal to 
pay specie, and from the erection of such an in- 
finite number of petty banks in every obscure vil- 
lage without capital or character, he took the 
worthless rags and began his journey northward, 
Every step he proceeded his money grew worse 
and worse, and he was now travelling on to Bos- 
ton with the full conviction that by the time he 

there he should be abeggar. It was in Phila- 
elphia that he told me this story. ‘“Diable”’ 
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[the Devil] exclaimed he as he concluded—*your 
banks ought to be called bankra one of 
them can pay their debts—or will pay them, 
which is the same thing—yet they pretend to 
make a distinction between the notes of one bank- 
rupt and the notes of another.” “Voila” [Here] 
said he, holding up a parcel of dirty bills, 
pregnant with filth and disease—" Voila—it is like 
making a difference between the rags of one beg- 
gar and the rage of another.” There was so 
much truth in all this that I did not care to deny 
his position. 

Proceeding on our journey we stopped at Bris- 
tol, about twenty miles from Philadelphia. The 
little Frenchman took something to drink at the 
tavern, and offered a bill issued by the landlord of 
the hotel where we had staid in the latter city, 
who, it seems, in order to be in the fashion, had also 
commenced Banker among the rest. This note 
his brother landlord at Bristol refused to receive 
in payment. The little Frenchman, not under- 
standing the distinction made by a discerning 
public, between the rags of one bankrupt, and 
those of another, now gave himself up for a ruined 
man, supposing that he had at last got to the ex- 
treme verge of the circulation of his bank notes. 
He seemed to behold the spectre poverty full be- 
fore him, and to contemplate his gold buttons, that 
I dare say had descended down to him through 
several generations, as a last resource against 
starvation. He looked at me for consolation, with 
such a disconsolate shrug, such a glance of abso- 
lute despair, as would have touched the heart 
of even a bank director. 

As wellas I could, ] explained to him the differ- 
ence between a tavern-keeper’s note, and a bank 
note, and comforted him with the assurance that 
by the time he arrived in Boston, provided he met 
with tolerably honest brokers, his stock of notes 
would not be diminished more than fifty per cent. 
The little man drew from his waistcoat pocket a 
great gold snuff box, opened it with extreme de- 
liberation, took a long despairing pinch of snuff, 
and heaved the heaviest sigh I ever heard from 
one of his countrymen, 

‘‘Monsieur,” said he “does the Jegislature of 
your country permit this system of swindling, this 
inhospitable custom, which falls so heavily on the 
traveller and stranger, to pass without censure or 
punishment! Is the privilege of coining money, 
one of the highest attributes of sovereiggty, per- 
mitted thus to be exercised by bankrupts, and 
tavern-keepers, whose notes will either not pss 
at al), or pass under a depreciation, which in- 
creases in the ratio with the distance you are 
from the place of emission? In all civilized coun- 
tries the counterfeiting of a circulating medium 
is severely punished. And where is the differ- 
ence, whether a man imposes upon me a ficti- 
tious note, or a note that he knows will not com- 
mand the value expressed on the face of it! The 
one indeed is forgery, the other rank imposition, 
but the offence to the individual, and the injury 
to society, is of the same nature.” 

“But,” said I, “it is supposed that every body 
knows the value of every species of bank paper 
as well as the credit of every individual who 
issues notes, and to be ignorant of such things, is 
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only to suffer those consequences which naturally 
spring from ignorance in every circumstance and 
situation of life.” ; 

“With merchants,” he replied, “whose business 
it is to make themselves acquainted with the 
course of exchange, the value of money, and the 
credit of individuals, ignorance of these things 
may indeed be blameable. [however am no mer- 
chant, but a stranger, visiting your country, with 
objects having no connection with trade, and my 
first experience is that of imposition, practised by 
public institutions as well as private individuals, 
upon strangers, and apparently sanctioned by the 
government. | have been taught, sir, that the first 
duty of a government is protection to its citizens; 
the second, and one not less solemn, to guard the 
rights, the feelings, and property of the stranger.” 

“ And yet, sir,” answered I, * it would seem to 
be an unwarrantable interference with the rights 
of the citizen, or an association of citizens, to re- 
strict them from making that use of the credit 
they have in society which seems to be warranted 
by usages that are analogous. All persons are 
afliwed to issue notes of hand in the common 
course of business, which pass according to the 
degree of credit enjoyed by the maker, and where 
is the difference between issuing a piece of paper, 
payable at some distant period, and one payable 
at sight? Government cannot interfere with the 
credit of the citizen, nor prescribe limits to public 
confidence in any circulating medium.” 

“Your argument is somewhat specious,” re- 
joined the little Frenchman, “but though the 
analogy is pretty strong between the case of the 
note of hand, and the bank note, there is a differ- 
ence, marked and definite, which destroys. the 
application of your argument to the latter. Men 
are, from their habits of business, accustomed, be- 
fore they take a note of hand, to enquire carefully 
as to the credit of the person who is responsible 
for the payment, and before they receive it, must 
be satisfied as to that particular. But it is different 
with regard to any circulating medium. That 

sses from hand to hand without question or jeal- 
sare and the inquiry is, not whether the makers 
are solvent, but simply if the note is genuine, 
To strangers particularly your argument will not 
apply, for they are accustomed to do as they see 
others do around them, and fora stranger to refuse 
taking money which he saw every body around 
him receiving, would indicate either an, uncom- 
mon degree of caution arising from ignorance, or 
an extraordinary deficiency of that liberal conti- 
dence, which is the usual accompaniment of an 
enlightened understanding. It is competent,” 
continued he, “ to all legislative bodies to curtail 
the issue of so great a quantity of paper as will 
depreciate its value, because they are the right- 
ful guardians of the public credit, which always 
suffers in consequence. Whenever this happens, 
the specie of a country ceases to circulate, and 
is hoarded up by the prudent and the suspicious. 
The result is, that paper becomes the only circu- 
Jating medium, and if it continues to be taken 
after its makers have stopped payment, it is taken 
at a depreciation, which will increase in propor- 
tion as public confidence is weakened, by the re- 
moval of the only check on the issue of paper ; 
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that is, the responsibility to redeem it with specie. 
I, sir, do not mean to throw out any insinuation 
against the character of any banking institution, 
but this | will say, that men never ought to be 


_ permitted to act without responsibility, where the 


temptation is so great to act without honesty. 
And this applies with additional force to incorpo- 
rated bodies. Single men have an individual 
character to forfeit, but bodies of men have little 
check of this kind, there are so many to share the 
disgrace, that it falls but lightly, and one keeps 
the other in countenance. Directors of banks are 
but men, and men, under present circumstances, 
ex to great temptations. It would be useful 
then to watch them, not so much because they 
are worse than others, but because they are more 
exposed to those temptations that so often pros- 
trate the best minds, and overcome the strongest 
principles.” : 

How long the little man would have gone on I 
know not, but by this time we were at Trenton, 
where, some how or other, he got a note of twen- 
ty-five cents, drawn by the captain of the Steam- 
boat, and another of the same amount drawn by 
some post-master in the neighborhood, notwith- 
standing, since the catastrophe of the tavern- 
keeper’s note, he had become extremely suspi- 
cious in receiving rags, as he called them. He 
examined them with a look of profound sagacity, 
but being rather near sighted, and reading Eng- 
lish with some difficulty, his care was canaralty 
thrown away, as happened to be the case in this 
instance. 


{\ Having hired a carriage to take ourselves and 


e to Brunswick, it happened that my com- 
pinion was called upon to pay the toll at the turn- 
pike gate. For this purpose he took out the 
Steam-boat, and Post-master’s notes; but alas! he 
had got just beyond the sphere of their circula- 
tion. The driver of our carriage pointed his whi 
to a little brook about three hundred yards behind, 
and mentioned they did not pass beyond that, 
northward. Ihave seen many men in a passion 
in my time, but none that came up to the little 
Frenchman, who, in addition to the loss of his 
money, suffered the pangs of mortified self love, 
connected with the idea of having been a dupe. 
He began to sputter in a jargon ee de ible 
French phrases, so closely treading on the heels 
of each other, and so jumbled together without 
any sort of connexion, that one would have thought 
a dozen Frenchmen were talking all at once, and 
each on a different subject, as | have sometimes 
heard them do, ata French café in New York. 
After a while he seemed to recollect himself, 
shrugged his shoulders, sat down, took a pinch of 
snuff, and exclaimed—* La patience est amare, 
mais son fruit est doux.”* ‘Boutez en avant,” 
said he to the driver, whe understood no more 
French than one of his horses. 

After a silence which lasted some miles he sud- 
denly moved himself with the exclamation of * Il 
vaut mieux tacher d’oublier ses malheurs que d’en 
parler.”{ “ But, monsieur, please to informeme 


* Patience is bitter; but its fruit is sweet. 
Push on ahead. 
| It is better to try to forget one’s misfortunes, than to 
speak of them. 4 ; ‘ 
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what advantage can result to the community at 
large by the emission of this infinite variety of 
rags? On the contrary is it not in the highest 
degree pernicious to the interest of every class of 
people except bank directors and stockholders, 
who, by shaving the rest, manage to divide nine 
or ten per cent. per annum as I understand? Sup- 
pose for instance a man has an income stationary 
and independent of the usual contingencies of 
trade and accident. Instead of receiving it in 
silver or gold, or paper equivalent in value, he 
now receives it in rags, and is obliged to give 
twenty per cent. more for every article he con- 
sumes. And what advantage is there to counter- 
balance this. | 

“A vast many, monsieur,” replied J. “ In the first 
place money becomes so plenty that it is hardly 
worth having,,which is an excellent thing. In 
the second place, people that had not a sixpence 
before, can become immensely rich by setting up 


‘a bank, and issuing paper money to any amount, 


which they may do without any danger, as nobody 

ys cash for their bank notes now-a-days. “Eh 

ien ?” [How ?] said the Frenchman, with a look 

of curiosity. a 

“| will tell you, monsieur. A number of per- 
sons in some little village of forty or fifty, or per- 
haps a hundred houses, get toget choose a 
president and directors, adopt some high soundin 
name, get a handsome copper plate, and strike 
bills to the amount of half a million, establish a 
good understanding with some bank in the lerge 
cities to circulate their notes, and away they go 


with each as much money as he can stow in his 
saddle bags, to circulate it as fast as possible all 


over the country. Nay, so very liberal are these 
gentlemen, that they will be infinitely obliged to 
any man who will borrow a few t ds from 
them. [n this way they drive their rags into circu- 
lation, the people get accustomed to see them, and 
the directors all at once become rich men.” . 
“Comment,” [Well] said the little Frenchman, 
“I see how it is with monsieurthe bank director and 


‘the stockholder. Il en fait ses choux gras,* but 


what becomes of the farmer, the mechanic, and 
the men who receive salaries from government— 
and who is to pay the notes thus issued? I do 
not find that one dollar in ten of paper money is 
represented by specie.” a 
“True,” replied I, “ one half of these petty in- 
stitutions haye mo more specie in their vaults 
than I have inmy pocket. Many of the directors 
are men of nominal, perhaps real estate, but then ° 


‘you are to understand, that they expressly stipu- 


ate that mntiing in} the funds of the bank shall 
be liable for the debts of the matapon, and that 
all their private property is excepted.” 
_ “The funds of the k—le diable est aux 
vaches!t What! have you not told me they have 
no funds but paper rags, and consequently cannot 
pay any thing else. In what then do their funds 
consist ! . . * 
“ They consist,” said ], “in notes of hand of in- 
dividaals, which they give the bank in exchange 
: 
* He makes his own cabbages large—he gets much by the 


t The devil is among the cows—every thing is in confusion. 
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for its notes, These are the only real capital of 
the bank, and are generally renewed at sixty 
days, for the accommodation of the bank and its 
debtor mutually. For if the bank were suddenly 
to call for payment, about three-fourths of the 
debtors perhaps could not pay; they would break, 
as it is called, and the bank would thus lose the 
only capital it can boast. So you see, monsieur, 
the basis of all this enormous issue of paper bank 
notes, is only paper notes of hand. This mutual 

caution between the bank and its debtors is ex- 

ceedingly convenient and advantageous. The 

debtors who amount to a very large portion of the 

merchants, circulate their bills for them, and give 

them all the currency in their power, for 

will perceive, that if the banks were Gbliged to 

pay cash for their notes, they could not discount 

three times the amount of their capital, the peo- 

ple having discounts would of course be obli 

to pay their notes, and the holders of bank stock 

be under the dreadful necessity of contenting 

themselves with legal interest for their money.” 

** Ah hah!” said my companion, “I see it plainly 
enough. But then monsieur will allow me to 
suggest, that this must at length come, “a l’ex- 
tinction de la chandelle.”* There will be an end 
to this at last; and then who will be the loser, 
when you get to “cul de sac ?”} 

“ Why, sir, the man that happens to be in pos- 
session of the rags, as you are pleased to call 
them. He will go to the bank and demand pay- 
ment: they will give him the choice of rags be- 
longing toother banks, but no money. That they 
must keep in their vaults, for fear it should go 
out of the country, as if it might not as well do 
this, as be buried where I believe it would puz- 
zle the directors themselves to find it. Well, he 
takes his rags, and goes to another bank, where 
he can get other rags, but no maney. 
never covenanted, not they, to pay money for 
their notes, and when’ they Abedhax | to redeema 
rag, with five, ten, or twenty dollars, they meant 
only that amount of other rags. Nay some of 
them will point at the tenorof the promise in the 
note, which perhaps runs thus, as | have seen in 
some cases, “ The President, Directors, and 
Company of Bank, promise to pay to Pe- 
ter Gudgeon, or Bearer, Ten Dollars according 
to the articles of this association, and not other- 
wise.” Now the articles of association thus re- 
ferred to, may, for aught | know, stipulate that he 
shall be paid in ten dollars worth of moonshine, 
or old rags, or in old Continental Dollars, or in 
bank notes, which, if things go on as they have 
done, much Jonger, will be of about equal value.” 

The poor little Frenchman fell into a short re- 
verie, and I dare say, thought of his pretty, bright, 
chinking, half-joes and doubloons in the Savan- 
nah Bank. ' 

“But where will the poor man get at last with 
his rags,” said he, 

“ Fle will at last,” I replied, “*come round and 
round to the old starting place, afier being sent 





* To the extinguishing of the candle—to the close of the 
business, 

t A blind alley—when you get whete you can go no far- 
‘ther. 


from one to another, and bandied about, like the 
pig in the story. They will all be ruined to- 
gether, and go one after the other. The butcher 
will begin to kill the ox—the ox will begin to 


drink the water—the water to quench the fire—- 


the fire to burn the stick—the stick to lick the 
Rea the pig wont go to school, until it is too 
ite to profit by the lesson.” 

“ Oui” —ejaculated the little Frenchman, who, 
like Sancho, seemed to have a bundle of proverbs 
in his belly—“ Oui—Pas & pas, on va bién loin—a 
barbe de fol on apprend a raire-—a man who 
swallows rags at this rate must be un sot a triple 
etage+—a bon chat, a bon ratt—a parcel of ae 
playing on the credulity ofa parcel of fools— 

‘n’emporte.” [No pation? 

We now arrived at Brunswick, where we 

slept, taking the steam-boat the next morning for 


- New York. In paying my bill, I received from 


the master of the house, some notes which, when 
I offered them in the steam-boat, I found had de- 
preciated three or four per cent. within a distance 
ofone mile. At this rate, thought I, before I get 
to New York they will be worth nothing. So I 
called for plenty of wine at dinner, ‘in order that 
my money might not be lost. There was a gen- 
teel looking man who sat at table with us, and 
was very civil. But as soon as my companion 
discovered he was a Bank Director, I thought he 
would have eaten him up. He eyed him with 
infinite contempt—turned up his nose with a most 
petulent curl—took snuff at him with a look of 
most tremendous hostility—and repeated to him- 
self—* Quel foutre !”[ What a scoundrel !] 

At New York the little Frenchman got specie, 
and bills of exchange on Boston for his bank notes, 
ata discount, I think, of twenty-two per cent., for 
nothing could induce him to touch any more of 
the “dirty rags,” which was the only name he 
condescended to call them by. ‘ Ah, Monsieur,” 
said he, “1 don’t know what I have done to be 
thus murdered by cent per cent.—but a bon chien 
il ne vient jamais un bon os.”} I now sce “le 
dessous des cartes,”|| and shall take care how I am 
caught again.” 

* I comforted him by showing how he could re- 

trieve all his losses, by turning about when he 
had finished his business at Boston, and shaving 
his way back to Savannah, by which means he 
would turn the tables upon them all. He was de- 
lighted with this idea, shook hands with me in 
high glee, and I never saw him more. 





PENNSYLVANIA. 


According to an Italian proverb, “* When the 
ship is lost every sailor knows how she might have 
been saved.” ‘There were, however, in Pennsy)- 
vania, not a few who, when the work of * inter- 
nal improvement,” was commenced, knew the 
manner and pointed out the way in which the 
ship of State might be saved. ‘They urged the 


* Yes—step by step we can go'a great ways—one learns to 
shave on the beard of a fool, 
t A blockhead of three stories high—a consummate fool. 
A good cat for a good rat—they are well matched. 
A good bone never comes to a good dog. 
The under part of the cards—the trick of the game. , 
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immediate imposition of taxes, sufficient to pay 
the interest on such debt as might be annually in- 
curred. If their advice had been followed, no 
more works would have been begun than it would 


have been in the power of the State to complete: 


and lavish expenditures would have been avoided. 
Feeling the burden of taxation, the people would 
have watched carefully the application of the 
public funds. No Gettysburg rail-road would 
then have been begun. And commencement 
of other rail-roads and canals would have been 
postponed till the increase of wealth and popula- 
tion would have justified such undertaki 

Other counsels prevailed, and the result is that 
the State is bankrupt. The Governor may force 
another loan from the banks, sufficient perhaps to 
pay the interest on the public debt due on the Ist 
of February last: but the contraction of even a 
voluntary loan to pay interest, is a violation of the 
best established principles of finance, and a forced 


_ loan is still more objectionable. 


But even supposing enough money extorted 
from the banks to pay the February dividend, still 
the credit of the State will not be maintained. 
lt owes large sums to the laborers on the public 
works, to those who have supplied wood for the 
locomotives on the rail-roads, and to others. The 
editor of the West Chester Republican says he 
knows of “laborers on the public works, with 
large families, with from eight to ten months 
wages due tothem.” The claims of these men 
are quite as sacred as those of the fund-holder. 

Nor is the prospect of the revival of the State 
credit very encouraging. The amount received 
from tolls on the rail-roads and canals, is ver 
considerable, but it seems the whole amount is 

uired to pay the expenses of superintendance, 
and keep the public works in repair. Some reve- 
nue will be got by taxation; but as the State is 
bound to receive its own bil/s of credit or “ relief 
notes” in payment of taxes, it can do nothin 
more during the present year than redeem suc 
portions of the public debt as are represented by 
‘*the relief notes.” 

The banks have ruined the State: and the State 
has ruined the banks. Such are the blessed fruits 
of a connection of Bank and State. 





PHILADELPHIA. 


It was thought by some that all taat was neces- 
sary to enable the Philadelphia banks generally to 
resume specie payments, was * to throw the Gi- 
rard Bank overboard.” Thereby, said they, “the 
currency” of the city will be so much reduced in 
quantity, that what remains of it will be of equal 
value with silver. 

The error consisted in not considering that 
questions of this kind are not questions of quan- 
tity only, but quantity and quality combined.— 
The Girard Bank was “thrown overboard,” and 
the Pennsylvania also; and thereby the amount of 
current bank credits, was suddenly reduced two 
or three millions. Yet the residue of our “ cur- 
rency,” instead of rising, fell in value, as com- 
pared with specie. 

Before the explosion of the Girard Bank, ex- 
change on New York was at about 54 to 64 pre- 
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mium. And specie bore about the same premium 
in bankable paper. Since the explosion, exchange 
on New York has been at 8 per cent. premium, 
and specie as high as 10 or 12 per cent. premium. 

The reduction of our “currency” in amount 
has had no tendency to raise it in value, because 
ithas been brought about in such a way as to 
shake confidence in all kinds of bank securities. 
os bears a higher premium than exchange on 

ew York, because there isa greater demand for 
real money as an énvestment than to pay debts, or 
to make purchases at the eastward. Men know 
not in what else they can make investments, with 
any degree of safety. State stocks are daily fall- 
ing in value, and not without reason. So also are 
bank stocks. The United States Government is 
acting on principles of policy, which, if persisted 
in, will, in a few years, reduce its securities to a 
level with those of the States. Houses and lands 
must fall in price. So also must commodities 
generally. In what else then, than gold and sil- 
ver, can men make investments, and rest assured 
that they will, for any length of time, retain their 
value? The result is, that large amounts of spe- 
eie are brought from New York, and still larger 
amounts will be brought from foreign countries, 
if the present state of public feeling long contin- 
ues. 





RELIEF NOTES. : 

Tn June last, the General Assembly of Pennsyl- 
vania, authorized the issue of certain State bills 
of credit, or “relief notes,” as they are called, and 
gave currency to them by providing that they 
should be received not only in payment of debts 
due to the State, but in payment of debts due to 
the banks employed to issue them. As the stock 
of the State in which these bills were to be funded, 
was then 20sper cent. below par, they would, if 
they had passed at all, have passed immediately 
at a considerable discount, if they had been re- 
ceivable on/y in payment of debts due to the State. 
But as they were receivable also in payment of 
— due to the banks, they obtained currency at 

nk par. 

One of the effects of these issues was to dimin- 
ish sensibly the amount of specie in circulation. 
Still they answered the purposes of a mere circu- 
lating medium, imperfectly indeed, but they had 
a value as such, and the people had given value 
for them. 

Suddenly a bill is introdueed into our House of 
Assembly, to compel the immediate resumption of 
specie payments; and this bill contains a proviso 
that “the relief notes” shall no longer be a tender 
for debts due the banks, but only for debts due to 
the State. This at once deprives “the relief 
notes” of great partof their value. They cease to 
be curreney, and become merchandize. ‘They fall 
from bank par to 50 or 75 cents on the dollar. 

Some persons are disposed to regard this as a 
trifle; and it isa trifle to the rich man, who has 
but few of these notes on hand. But it is no tri- 
fle to the laborer who can earn but 50 centsa day, 
and cannot find steady employment even at that 
low rate. It is no trifle to the poor widow, who 
can earn perhaps but one dollar a week. 

The kings of France and England used to do 


Original from 





F ll ¥ a ~ _ oh 
Digitized by © a4 UGE 


RSITY 





https://hdl.handle.net/2027/inu.30000108797345 


-31 15:35 GMT / 


12 


Louis on 2020- 


Generated at Washington University in St. 


Public Domain, Google-digitized 


YU 
— 
ce 
oO 
© 
Oo 
I 
oO 
ok 
+ 
YU 
W) 
— 
W) 
WY) 
Ww 
U 
(J 
© 
a 
ce) 
4 
© 
4 
WwW) 
_) 
: 
= 
waa 
4 
oO 
foes 
= 
™ 
s, 
oo. 
4 
7) 


/ 





264 JOURNAL OF BANKING, 


great injustice by sudden alterations in the weight, 
and consequently the value, of the current coin. 
Republican leyisiators in modern times, do as 
much injustice by the violent alterations they 
make in the value of the paper money created 
under their auspices. 


BANK OF THE UNITED STATES. 

Mr. Jaudon, who was, with others, bound over 
by Recorder Vaux, to answer a charge of detraud- 
ing the stockholders of the United States Bank, 
had his case brought before Judge Randall, by 
means of a writ of habeas corpus. 

Among the witnesses brought forward on this 
occasion, was Ashbel Green Jaudon, a brother of the 
accused. He testified that “N. Biddle and Sam- 
uel Jaudon entered into a partnership in the great 
colton speculation, and furnished him, the witness, 
with funds of the bank to carry on the business as 
their agent. Under this arrangement, he ob- 
tained at different times, about two millions of 
dollars from the bank, with which he purchased 
cotton and tobacco at New Orleans. He was al- 
lowed two per cent. commission on these purchases 
—and stated that this charge was added to the 
original cost of the merchandize. The goods were 
tien shipped by him to the most eligible European 
markets and sold. Besides the commission allowed 
him for purchasing the cotton and tobacco, which 
amounted to about $40,000, the witness said he 
received a “ bonification commission” on the re- 
tura or proceeds of sales, which amounted to up- 
wards of $20,000 more—making his compensation 
as agent rising $60,000. ‘The money was obtained 
from the bank by credits passed to the witness’ 
account, on tickets or orders signed by Mr. Cow- 
perthwait, Cashier. The profits arising to the 
principals in this transaction, amounted to about 
$50,000—which was equally divided between 
them. ‘The witness said he paid the $25,000 due 
to Mr. Biddle himself; the remainder was 
to his credit, he being then in London. 

“It also appeared in evidence before the judge, 
that this business was conducted through the Com- 
mittee on Foreign Exchanges, and apparently 
with their knowledge and consent; but two of the 
gentlemen who were members of that committee 
at the time, testified that they were wholly igno- 
rant of the nature of the transaction, and would 
not have permitted it, if they had known it.” 


BANK FAILURES. 

The Alexandrian Company at Granville, Ohio, 
is broken; and so also, if the information we ga- 
ther from the Mount Vernon Democrat is well 
founded, are the Urbana and Lancaster, Ohio, 
ee Great distrust is feltof many other banks 
in Ohio. 


PRICES OF BANK NOTES. 

According to the Philadelphia Commercial List, 
the prices of bank notes in the city, on Saturday, 
February 11th, were as follows; estimated in city 
currency, and that currency from 8 to 12 per cent. 
below specie par. New England notes, 6 a 8 per 
cent, prem. New York, city, 9 prem. New 
York, country, 4 a 9 prem. East Jersey, 8 
prem. West Jersey, par. Delaware, par. Bal- 








timore, 3 prem. Other Maryland notes, par a 
3dis. District of Columbia, 2 prem. Virginia, 
6 dis. Western Virginia, 20 dis. North Caroli- 
na, 14 dis. Charleston, S. C., 4 prem. Other 
South Carolina notes, 1 a2 prem. Georgia, 2 a 
40 dis. Alabama,9al0dis. Louisiana, 34a 15 
dis. Mississippi, 20 a 80dis. ‘T'enessee, 1z a 15 
dis. Kentucky, 10 dis. Ohio, 10a 15dis. In- 
diana, 15a—dis. Illinois, 25 a —dis. Mis- 
souri, 10 dis. Michigan, 10 a 18. 

We look upon many of the quotations as merely 
nominal. 

United States Bank notes were, on that day, at 
45 dis, incurrency. Girard, 30. Pennsylvania, 
8al0. Othercity notes at bank par. The notes 
of the country banks were at various rates of dis- 
count, from 2 to 5 per cent.; except West Branch 
at Williamsport, which wereat 40 dis. Erie, 25 
dis. ‘Towanda, 60) a 70 dis. 

Of all our commodities, our money is that which 
at present fluctuates most in value. 
At New York, on the same day, the prices of 
bank notes were as follows :—New England notes, 
#a4dis. New York, country,4al$dis. East 
Jersey, —ad4dis. West Jersey, — a 7 dis.— 
Philadelphia, 7 a 10 dis. Pennsylvania, 7 a 10 
dis. Delaware,8a10dis. Maryland,—a5dis. 
D. of Columbia, — a 5ddis. Virginia, — a 8 dis. 
Western Virginia, — a — dis. North Carolina, 
—a6dis. South Carolina, 3a44dis. Georgia, 
—al0dis. Alabama, 20 a—dis. Louisiana, 
10 a25dis. Mississippi, —a—dis. Kentucky, 
—al2dis, Ohio, — a 20dis. Indiana, —a 

17 dis. Illinois, 20 a 25 dis. 


RATES OF EXCHANGE. 

At New York, on the 11th of February, bills on 
London were 74 a 8} prem. Paris, 5f. 283 a —. 
Amsterdam, 594 a 303. Hamburg, — a 353.— 
Bremen, 77 a —. 

Bills on Boston, par a } dis. Philadelphia, 84 
aQdis. Baltimore, 24 a3. Richmond, 10a 11. 
North Carolina, 5a 54. Charleston, 14 a 1}.— 
Savannah, 24a 3. Augusta, 4a44. Columbus, 
16a17. Macon, 13 a14. Mobile, 12 a 124.— 
New Orleans,6a64. Louisville, lla12. Nash- 
ville, 15a18. Natchez, 25a 30. St. Louis, 15 
a 16. Cincinnati, 134a14. Michigan, 7 a 10. 


PRICES OF SPECIE. 

At New York, Feb. 11th, half dollars, and 
American gold of new coinage, par. Mexican 
dollars, 4a § prem. Spanish dollars, 24 a 44.— 
Five Franc pieces 93 a 944. Sovereigns, $4 85. 
Spanish Doubloons, $16 25 a $16 50. Patriot 
Doubloons, $15 70 a $15 90. 








jG Our thanks are due to gentlemen at De- 
troit, Michigan, and other places, for additions to 
our list of subscribers. Also to the Hon. Messrs. 
Benton and Woodbury, of the U. S. Senate; to 
the Hon. C. G. Atherton, of the U. S. House of 
Rep.; and to the Secretary of the State of Michi- 
gan, for public documents, and other papers. 





w>* The History of Banking from 1810-11 to 1814-15,” 
begun in our last, is continued on the next pages. The im- 
mediate subject is the bill before Congress to incorporate the 
United States Bank.; _ 
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OF PAPER MONEY AND BANKING. 


The clauses in the bill to authorize the 
bank to suspend specie payments, and to 
compel it to lend thirty millions to govern- 
ment, were struck out: and the bill was fur- 
ther modified, by a provision that the whole 
of the stock should be subscribed by indi- 
viduals, and paid, with the exception of the 
six millions in specie, in treasury notes to be 
hereafter issued. In this form it received 
the approbation of a large majority of the 
House: but a select committee, to whom it 
was referred, in one of its stages, received 
a letter from the Secretary of the ‘Treasury, 
stating that the bill as amended would not 
answer the purposes of government. It 
would, he said, give to the holders of the 
public stock cause for complaint: and it 
would be very difficult, if not impracticable, 
to get into circulation, either with or with- 
out depreciation, the forty-four millions of 
treasury notes, which were afterwards to be 
subscribed as the capital of the bank. After 
being made acquainted with the views of the 
cabinet, the House rejected the bill, by a vote 
of forty-nine to one hundred and one. 

A bill, drawn up in accordance with the 
views of the ‘Treasury department, was then 
brought before the Senate. It proposed the 
establishment of a bank, with a capital of 
fifty millions, whereof five millions were to 
be paid in gold and silver,,twenty-seven mil- 
lions in six per cent. stock, eight millions in 
treasury notes, and ten millions to be sub- 
scribed by government. The bank was to 
be bound to lend thirty millions to govern- 
ment, and was to be authorized to suspend 
specie payments. In this form the bill passed 
the Senate on the 9th of December, by a vote 
of seventeen to fourteen. 

In thé House it was opposed with great 
ability by Mr. Webster and others, and re- 
jected on the 2d of January, 1815, by the 
casting vote of Mr. Cheves, the speaker. 

The next day this vote was reconsidered, 
and the bill was recommitted to a select com- 
mittee, who, on the 6thof January, reported 
it with sundry amendments, reducing the 
capital of the bank to thirty millions, of which 


_ fifteen were to consist of treasury notes, and 


ten of public stocks; and striking out the 
clauses to compel the bank to lend thirty mil- 
lions to government, and to authorize it to 
suspend specie payments. The bill thus 
amended was passed by the House on the 7th 
of January, by a vote of one hundred and 
twenty to thirty-seven. 

When the bill was in this form returned to 
the Senate, that body increased the capital of 
the bank to thirty-five millions, and restored 
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the clause authorizing the bank to suspend 
specie payments. In this the House refused 
to concur, and the Senate finally receded from 
its amendments. | . is 

The bill having thus passed both Houses, 
was sent to President Madison, but he put 
his veto on it. His objections were :— 
“The amount of stock to be subscribed will 
not, it is believed, be sufficient to produce, in 
favor of the public credit, any considerable 
or lasting elevation of the market price. Nor 
will any adequate advantage arise to the pub- 
lic credit from the subscription of treasury 
notes. The actual issues of these :notes 
nearly equal, and will soon exceed, the amount 
to be subscribed to the bank. The bank will 
be free from all obligations to co-operate with 
public measures.” [The meaning of thisis, 
the bank will not be compelled to lend thirty 
millions to government.] Lastly: ‘* ‘The 
proposed bank will commence and conduct 
its operations under an obligation to pay its 
notes in specie, or be subject to the loss of 
its charter. Without such an obligation, the 
notes of the bank, though not exchangable for 
specie, yet resting on good pledges, and per- 
forming the uses of specie in the payment of 
taxes and other public transactions, would, 
as experience has ascertained, qualify the 
bank to supply at once a circulating medium, 
and pecuniary aid to government. Under 
the fetters imposed by the bill, it is mamifest 
that during the actual state of things, and 
probably during the war, the period particu- 


larly requiring such a medium, and such a 


source for loans and advances to government, 
notes for which the bank would be compella- 
ble to give specie in exchange, could not be 
kept in circulation.” 

Another bill was then got up in the Senate 
to establish a bank, with a capital of fifty 
millions, of which five were to be paid in 
gold and silver coin, fifteen in six per cent. 
stock, twenty in treasury notes, and ten to be 
subscribed by government. In one paragraph 
it was declared, *‘ the said corporation shall 
be bound to lend,to the government of the 
United States, reimbursable at their pleasure, 
thirty millions of dollars, in such sums, and 
at such periods as may be convenient to the 
government of the United States.”” And in 
another paragraph it was expressly provided 
that ‘* until the first Monday in April, 1816, 
it shall not be obligatory on said corporation 
to pay its notes in specie.”’ Authority was 
also given to Congress to authorize in eer- 
tain contingencies, ‘‘ the suspension of specie 
payments, for such time or times as they may 
deem proper.” 
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This bill, which was framed in accordance 


with the views of Mr. Madison and of his 
cabinet, was passed by the Senate on the 13th 
of February, by a vote of eighteen to six- 
teen. 

It was then sent to the House, where, af- 
ter some debate, it was, on the 17th of Feb- 
ruary, indefinitely postponed, by a vote of 
seventy-four to seventy-three.* 

The news of peace was received on the 
13th of February, and to the timely arrival 
of this intelligence we must attribute the de- 
livery of the country from the curse of a na- 
tional paper currency. If Mr, Madison and 
the gentlemen of his cabinet had been al- 
lowed to take their own way, we should have 
had a National Bank, with a paper capital of 
fifty millions, issuing paper redeemable in 
paper. 





CHAPTER VIII. 
Of Banking from 1814-15 to 1815-16. 


‘“‘Ar the time of the suspension of our city 
banks, a public meeting of mérchants and 
others was held, who publicly sanctioned the 
measure, under a pledge given by the banks, 
that as soon as the war was terminated, specie 
payments would be resumed. That this 
measure was intended, is evident, from the 
curtailment of loans immediately consequent 
upon the suspension.’’t —_, 

‘* But, unhappily, the redemption of the 
pledge was not demanded by the public at 
the stipulated time, and the banks, urged on 
by cupidity, and losing sight of moral obli- 
gations in their lust for profit, launched out 
into an extent of issues unexampled in the 
annals of folly. The fulfilling of a promise 
to pay money, by tendering another promise 
equally false, sanctioned by the public acqui- 
escence, led to the organization of additional 
banks, under the act of March, 1814, which 
had not till then been attempted to be formed, 
and a scene of indiscretion in the loaning of 


* Legislative History of the United States Bank. 

+This meeting was composed principally, if not exclu- 
sively, of owners of bank stock, and of debtors to the banks; 
and the great body of the public, knowing little of the nature 
of banking operations, acquiesced in the measure. Peace 
was restored in dess than six months after the banks of the 
Middle States had suspended payment. So confident were 
some of the public that these institutions would then redeem 
the solemn pledge they had given, that “the chests and se- 
cure places were unlocked, and hard money was again in the 
market at three or four per cent. above par.” Even in May 
the discount on Philadelphia notes was only five per cent.: 
but the banks, under one pretext or another, refused to open 
their vaults, and the paper sunk, by June, to nine, and by 
November, to sixteen per cent. below par. 
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bank credits was every where exhibited, which 
realized the anticipations of those who had 
foretold the ruinous effects of the paper sys- 
tem. Money lost its value. ‘The notes of 
the city banks depreciated twenty per cent., 
and those of the country banks’ from twenty 
to fifty ; and specie so entirely disappeared 
from circulation, that even the fractional parts 
of a dollar were substituted by small notes 
and tickets, issued by banks, corporations and 
individuals. The depreciation of money 
enhancing the price of every species of pro- 
perty and commodity, appeared like a real 
rise in value, and led to all the consequences 
which are ever attendant upon a gradual ad- 
vance of prices. The false delusions of ar- 
tificial wealth, iricreased the demand of the 
farmer for foreign productions, and led him 
to consume in anticipation of hiscrops. ‘The 
country trader, seduced by a demand for 
more than his ordinary supply of merchan- 
dize, was tempted to the extension of his 
credit, and filled his stores, at the most ex- 
travagant prices, with goods vastly beyond 
what the actual resources of his customers 
could pay for ; whilst the importing merchant, 
having no guide to ascertain the real wants 
of the community, but the eagerness of re- 
tailers to purchase his commodities, sent or- 
ders abroad forsa supply of manufactures 
wholly disproportioned to the effective de- 
mand of the country. Individuals of every 

rofession were tempted to embark in specu- 

tion, and the whole community was literally 
plunged in debt. The plenty of money, as it 
was called, was so profuse, that the managers 
of the banks were fearful that they could not 
find a demand for all they could fabricate, 
and it was no unfrequent occurrence to hear 
solicitations urged to individuals to become 
borrowers, under promises as to indulgences 
the most tempting. Such continued to be 
the state of things until towards the close 
of the year 1815.’’t 

The Secretary of the Treasury negotiated 
with the banks as independent sovereignties. 
His first effort was ‘to associate them with 
a view of furnishing a uniform national cur- 
rency.”’§ Itis almost needless to say that 
this effort did not succeed. 

His next attempt was, ‘by their agency 
in circulating treasury notes, to overcome the 
inequalities of exchange.”’ This, he says, 
was but ** partially successful.” 

He then proposed a plan, ‘ with the de- 
sign to curtail the issues of bank notes, to 


t Mr. Raguet’s Report to the Senate of Pennsylvania. 
§ Proposition relating,to the National Circulating Medium, 
December fith, 1815. 
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fix the public confidence, and to give each 
bank a legitimate share in the circulation.” 
What the particulars of this plan were, he 
has not stated : but it is evident from the con- 
text, that it was through the free-will of the 
banks he sought to carry it into execution. 
He soon found that a plan which was not 
fitted to promote their particular interests, 
was “not likely to receive their general 
sanction. ‘The truth is,’’ he adds, * the char- 
ter restrictions of some of the banks, the 
mutual relation and dependance of the banks 
of the same State, and even of the banks of 
the different States, and the duty which the 
directors of each bank conceive they owe to 
their immediate constituents upon points of 
security or emolument, interpose an insupera- 
ble obstacle to any voluntary arrangement, 
upon national considerations alone, for the 
establishment of a national medium, through 
the agency of the State banks.” The plain 
English of this is, that the directors of the 
banks esteemed it a ‘duty’? to make as much 
profit as they could, and government did not 
see fit to interfere with them in the discharge 
of this sacred ** duty.” 

In the effort ‘* to overcome the inequalities 
of exchange, by the circulating of treasury 
notes, through the agency of the banks,” 
government did indeed make some exertion 
of its power. ‘The secretary issued an order, 
declaring that, after the first: of August, no- 
thing should be received in payment of du- 
ties but specie, treasury bills, and the notes 
of such banks as would receive treasury bills 
in deposit at par. ‘* The effect of this plan,” 
says a contemporary writer,* ‘ was. clearly 
forseen by all who fairly understood the sub- 
ject. What was the result? In places 
where treasury bills were in the market, at or 
above par, the banks agreed to receive them: 
whereas, where they were below par, the 
proposition was rejected.”’ 

But this measure had not simply a nega- 
tive effect. It increased the mass of bank 
paper in circulation, and thereby still farther 
vitiated the currency. This is abundantly 
proved in a pamphlet entitled ‘‘ An Appeal 
to the Public,” published at New York, in 
December, 1815. — 

In this pamphlet, Mr. Isaac Bronson, the 
author, states the active capital of the banks 
of the city of New York to be thirteen mil- 
lions five hundred and fifteen thousand dol- 
lars, and computes the amount on which 


they were drawing interest, to be twenty-two | 


lating um. Philadelphia, August, 1815. 


a 


Digitized by < yOC 91e 


*In oat egy the causes of the present state of the Circu- 


or twenty-three millions. ‘ Admitting it to 
be twenty-two millions, it follows that the 
banks make dividends on a sum which ex- 
ceeds their active capital about eight millions 
and a-half, yielding the stockholders about 
half a million in dividends. This profit is 
derived from their mere credit, without any 
cost or consideration whatever. Of the 
eight and a-half millions excess beyond their 
capitals, five millions have been issued in 
the purchase of, and in exchange for, govern- 
ment securities of various sorts, bearing in- 
terest. 

** We have been speaking hitherto of ‘ the 
banks,’ as if no distinctions were to be made 
between them. It is now time to make the 
proper discrimination. Among each other 
the directors have already, in their conversa- 
tion, fallen into the familiar distinctions of 
the ‘debtor banks,’ and the ‘ creditor’ banks. 
By the former, are meant those whose paper 
has accumulated in the latter, to an amount 
which cannot be taken up. The debtor banks, 
the banks who are indebted to the others, 
have become so indebted, because they hold 
large amounts of public securities, bearing 
interest, for which they have issued their 
bank notes to governmert, and which notes 
have found their way into the other banks, 
To keep the creditor banks quiet, however, 
and as much as possible in good humor, it 
has been stipulated that they shall charge in- 
terest on these accumulations. ‘The practi- 
cal effect therefore is, that the debtor banks 
make their profit by trusting government ; 
and the creditor banks make theirs’ by trust- 
ing the debtor banks. The debtor banks 
give out their notes in exchange for treasury 
notes, bearing interest; and the creditor 
banks charge interest on the notes they re- 
ceive of the debtor banks. But if these notes 
accumulate in the hands of individuals, no 
interest is allowed them, unless they compel 
its payment by law. And thus the banks 
have established a rule of justice towards 
each other, in itself very correct, but which 
they refuse, however, to extend to the rest of 
the community. 

‘It is important to our subject that the 
reader should clearly understand the course 
of the banks in relation to treasury notes, 
We hope, therefore, to be pardoned for what 
to some may appear unnecessarily minute, 

‘« Some months since, the Secretary of the 
Treastry proposed to all the banks in the 
United States, that they should receive trea- 
sury notes when offered them, and give their 
own notes in exchange for them: accom- 
panying this proposition at the same time by 
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athreat, that the treasury should not receive 
the paper of those banks which did not re- 
ceive treasury notes! Ata meeting of a se- 
lect committee of our banks, appointed to 
consider these propositions, it was resolved 
not to agree to them. ree of the banks, 
and of course they are the three who have 
been called, because they have become, the 
debtor banks, did afterwards, however, by a 
private and “ee arrangement, made by 
agents sent to Philadelphia on purpose, agree 
to these propositions, without the consent or 
knowledge of the five other banks; so that 
these banks now receive treasury notes from 
any one who presents them, and issue their 
bills in exchange for them when required. 
And here, we submit to the reader, whether 
it does not necessarily and inevitably follow, 
that these banks have parted with all power 
of control over their issues? That depart- 
ment of the bank has been abandoned to the 
Secretary of the Treasury; for it is very 
clear, that he may to-morrow, if he pier 
cause these banks to add twenty millions to 
that excess of paper, which is the true cause 
of depreciation. ‘That this excess is continu- 
ally increasing, is most notorious: to what 
extent, is one of those bank secrets which all 
their caution has not prevented us from pene- 
trating. 

** Among others, this singular and ludicrous 
consequence has followed : The United States 
take only the bills of those banks which can- 
not keep their accounts even with the other 
banks ; and refuse to receive the bills of those 
banks which are immense creditors of the 
banks whose bills are received. 

‘*¢ And the practical result will be, that so 
long as the notes of these banks continue to 
be worth more than treasury notes, so long 
will treasury notes continue to be presented 
and bank notes issued in exchange for them. 
When the bank notes, from the quantity 
afloat, become degraded below treasury notes, 
this practice will cease. But the affairs of 
the banks will be, by that time, utterly irre- 
trievable, and they will follow the fate of all 
the banks which have been mere machines 
of government. 

‘Tt appears from the reply to the Con- 
necticut banks, that in July, the commercial 
loans had been reduced nearly three millions 
below what their amount was when payments 
were suspended. But it is at the same time 
acknowledged, that the whole amount of 
loans had been increased three per cent. on 
the capitals of the banks: and this before the 
system of receiving treasury notes was adopt- 
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ed. ‘The effect of that system, as we have 
been recently enabled to ascertain, has bees 
to produce in the creditor banks an aeccumu- 
lation of the notes of the debtor banks of be- 
tween two and three millions: although the 
balances, when payments were s ded 
were less than three hundred thousand.” —_ 
The plentifulness of ** money,” whether 
caused by the banks trafficking with the go- 
vernment, or by discounts to private per- 
sons, was very acceptable to the great mass 
of the people. ‘The banks of Pennsylvania 
added ten millions to the amount of their 
loans in the course of the year, and the 
banks of some of the other states were 
equally liberal, if not more so. Never be- 
fore had the country exhibited such an ap- 
pearance of prosperity. The unequal yalue 
of the bank notes of different districts, was 
productive of some inconvenience, but this 
was not sufficient to counterbalance the 
advantage of a general rise of prices, and the 
briskness of nearly every kind of business. 
‘* We cannot,” says one writer, ‘*see, 
with some honest calculators, how the con- 
tinuance of the present state of things can af- 
fect the interests of the country. If specie 
has been withdrawn from circulation, it is 
because it has been occupied abroad in a 
more profitable employment than it was en- 
gaged inathome. Its exportation has added 
to the stock and wealth of the nation, 
by the purchase of merchandise abroad, 
worth more than the specie itself. Zo be 
sure we are subject to some inconveniences 
in our transactions at market, and in 
dealings ; but as we become accustomed to 
the use of paper money, the disadvantage 
will vanish. All large mercantile negotia- 
tions are conducted as they have heretofore 
been, by bank notes, or checks upon banks. 
As to the agios of exchange, where bal- 
ances are due, they must of necessity con- 
tinue: but before long they will be so com- 
pletely understood, as to occasion no em- 
barrassment. The merchant who sells his 
goods for foreign notes, will add to the 
aye of his goods the amount of the loss 
e sustains upon the notes, and the | 
chaser will eventually discover, that the dif- 
ference which he must pay for his goods, 
ata place where his bank notes are at a dis- 
count, and at a place where they are at 
par, is at least equal to the agio on his 
notes. As to the solidity of the banks, 
the suspension of specie payments has pro- 
duced no alteration. Although the banks 
do not pay specie for any of their notes, 
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yet the time never has been when they 
could pay specie for them ali: for a bank 
that keeps on hand a sufliciency of specie 
to meet all its debts, can never divide six 
per cent. interest. ‘The very principle upon 
which it is founded, requires that it should 
trade beyond its capital. But the banks 
have the same means of discharging all their 
notes as they ever had, viz: claims upon 
individuals who have borrowed their mo- 
ney, and who are now as able to pay as 
ever they were, if not in specie, in mer- 
chandise and property of equal value.’’* 

In March, 1816, Mr. M. Carey addressed a 
series of letters to the directors of the Phila- 
delphia Bank, some extracts from which will 
elucidate the state of affairs, and the state of 
feeling. 

‘* Blessed peace at length arrived. . . . 
About the middle of May, 1815, the first 
vessel from Great Britain entered the port of 
Philadelphia. She was quickly followed by 
others. ‘They were all full freighted with 
the most costly productions and manufactures 
of that country. ‘The news was rapidly con- 
veyed into the interior. ‘The country store- 
keepers thronged to the city in crowds. 
Never, probably, were there so many here 
before at one time. ‘The number has been 
calculated, and I believe correctly, at two 
thousand, | : 

‘They were all eager to purchase—ap- 
parently fearful of not being able to pro- 
cure adequate supplies—and each _provid- 
ing himself as largely as if he were to 
have the monopoly of the trade of his neigh- 
borhood. 

Thus, although the importations were 
uncommonly great, they were sold off rapid- 
ly. The advances on the invoices were 
universally high. And some of the import- 
ers made independent fortunes on single car- 
goes. 


‘‘ This was the golden age of Philadelphia. 
The rapid circulation of property—the im- 
mensity of business done—and the profits 
made on that business, pre a degree of 
prosperity which she had, perhaps, never 
before witnessed. Almost every man in 
every kind of business, was employed ad- 
vantageously for himself and for the com- 
munity. And so high were the prices of im- 
ported articles generally, that domestic manu- 
factures appeared likely to stand the shock 
of competition. 


* Inquiry, &c., Philadelphia, August, 1815. 


-‘©Of the immense quantity of business 
done in this city during the last year, some 
idea may be conceived from the astonishing 
fact, that the real bona fide auction sales on 
which duties were paid, amounted in about 
eight months to near ten millions of dollars. 
As this kind of business was principally car- 
ried on upon credit, it may readily be con- 
ceived that it must have created an inordinate 
quantity of promissory notes. During the 
first epoch, (the months of May, June, July 
and = sp which I have styled, and [ think 
justly, the golden age of Philadelphia, there 
were few of these notes offered at the banks 
which were not discounted. ‘The banks were 
in a most liberal mood. Few men of fair 
character experienced refusals. Instances 
occurred of notes being discounted at the dif- 
ferent banks for thirty, forty, fifty, sixty and 
seventy thousand dollars. Cases of this 
kind were not, I believe, very numefous. 
But enough of them did occur, to establish 
the fact of the extreme liberality that pre- 
vailed on the subject of discounts. 

‘“« The banks have been censured, and very 
severely, for the extension of their discounts 
at this period. They have been charged 
with taking advantage of the suspension of 
specie payments, with over-trading and over- 
issuing of notes. 

‘‘ Superficial reasoners have carried these 
allegations to a great extent—and have not 
scrupled to brand this conduct as fraudulent. 
These charges are highly unjust, except, 
perhaps, so far as respects those damsadee 
rate notes above mentioned. ‘These I do not 
undertake to defend.” 

Mr. Carey then attempts to refute the opin- 
ion of those ‘superficial reasoners’? who 
maintained that the banks had over-traded. 
‘* Never,’’ in his opinion, “‘ was a country in 
a more enviable state.”’ ‘The only cause of 
complaint he had against the banks was, that 
in the month of September they began to cur- 
tail mercantile accommodations, whereby, in 
the months of October and November, there 
was a congiderable fall in the price of British 
goods. The necessity for this curtailment, 
Mr. Carey shows to have arisen from the 
extensive dealings of the banks in govern- 
ment securities, thereb¥ confirming the state- 
ments ‘of Mr. Bronson. ‘The published ac- 
counts show that seven of the banks of Phila- 
delphia, having nominal capitals of the amount 
of seven million seven hundred thousand dol- 
lars, had invested about three million five 
hundred thousand dollars in government 
stock. 
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CHAPTER IX. * 
Of Banking from 1815-16 fo 1816-17. 


‘l'ne bona fide revenue of government for 
the year ending December 31st, 1815, was 
only fifteen million seven hundred thousand 
dollars, and the charges on government in 
the same period amounted to upwards of 
thirty-nine million dollars: but with so 
aah skill did the high officers of State ex- 
ert those powers of financial metamorphosis 
which the funding and treasury note system 
gave them, that there was, at the end of the 
year, a balance in the treasury of upwards of 
thirteen millions of dollars. 

The grand secret by which this balance 
was produced, was that of exchanging trea- 
sury notes, many of which bore interest for 
inconvertible bank notes which:bore no in- 
terest. The officers of the treasury seemed 
highly pleased with the result of their opera- 
tions: yet they found a difficulty in apply- 
ing the balance where it was most wanted. 
But little of the money with which the trea- 
sury overflowed would pass current thirty 
miles from the seat of the banks that had is- 
sued it, and paying the discount was a clear 
loss to government or the creditors of govern- 
ment. As was observed in a former chap- 
ter, the disadvantages arising from the vari- 
ous values of bank notes, were not, in the 
ease of individuals, sufficient to counter- 
balance the advantages arising from the ad- 
vancing price of real estate, and the univer- 
sal briskness of business. The time for 
general suffering, through the necessary re- 
action of the system, had not yet arrived. 

The want of uniformity appears to have 
been the only evil the officers of government 
discovered in the state of the currency. If 
the depreciation had been uniform, as it was 
in England, there is no reason to believe 
they would have complained. 

In his message to Congress, on the 5th 
of December, 1815, President Madison said, 
‘Tt is true, that the improved condition of 
the public revenue will not only afford the 
means of maintaining the faith of the govern- 
ment with its creditofs inviolate, and of pro- 
secuting successfully the measures of the 
most liberal policy, but will also justify an 
immediate alleviation of the burdens imposed 
by the necessities of the war. It is, how- 
ever, essential to every modification of the 
finances, that the benefits of an uniform na- 
tional currency should be restored to the 
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community. The absence of the precious 
metals will, it is believed, be a temporary 
evil: but until they can be rendered again 
the general medium of exchange, it devolves 
on the wisdom of Congress fo provide a sub- 
stitute, which shall equally engage the con- 
fidence, and accommodate the wants, of the 
citizens throughout the Union. If the opera- 
tion of the State banks cannot produce this 
result, the probable operation of a National 
Bank will merit consideration : and if neither 
of these expedients be deemed effectual, it 
may become necessary to ascertain the terms 
upon which the notes of the See 
longer required as an instrument of c ad 
shall be issued, upon motives of gene 
policy, as a common medium of circulation,” 

The Secretary of the ‘Treasury, in his re- 
port on the 7th of December, entered at large 
upon the subject. ‘It is not intended,” he 
said, ‘‘ upon this occasion, to condemn gene- 
rally the suspension of specie payments: 
for appearances indicated an approaching 
crisis, which would probably have imposed 
itas a measure of necessity, if it had not been 
adopted as a measure of precaution. But 
the danger which originally induced, and 
peshaps justified, the conduct of the banks, 
has passed away, and the continuance of the 
suspension of specie payments must be as- 
cribed to a new cause.”’ ‘The secretary ad- 
mitted the practicability of supplanting the 
paper currency by specie, and did not regard 
it as a very difficult operation. ‘ But is it,”’ 
he asked, ** within the scope of a wise policy, 
to create additional demands for coin, and in 
that way to multiply the inducements to re- 
tain and import the precious metals of which 
it is composed? . . . . Even, how- 
ever, if it were practicable, it has sometimes 
been questioned whether it would be politic, 
again to employ gold and silver for the pur- 
poses of a national currency. It was long 
and universally supposed, that to maintain a 
paper medium without depreciation, the cer- 
tainty of being able to convert it into coin 
was indispensable: nor can the experiment 
which has given rise to the contrary doctrine 
be deemed complete or conclusive. But, what- 
ever may be the issue of that experiment 
elsewhere, a difference in the structure of the 
government, in the physical as well as the 
political situation of the country, and in the 
various departments of industry, seems to de- 
prive it of any important influence as a pre- 
cedent for the imitation of the United 
States.’’ 


Lord Stanhope had laid it down as a 
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principle, ‘* that a pound sterling being the 
abstract value, by which the computed value 
of any object of consumption is measured, 
that value ought to be independent of the va- 
riable quantities of gold and silver, the repre- 
sentative si of which may be found in 
circulation.”” In conformity with this doc- 


trine, by which an adstract idea was made — 


the standard of value, the British Govern- 
ment had imposed a penalty on all who should 
presume to pay more than twenty-one shil- 
lings in bank paper for a guinea; and so very 
profound and ingenious a theory could not fail 
to make proselytes on this side of the Atlantic. 

It- was the delusion of the day. A host of 
British ministerial writers had taken much 
pains to prove that Bank of England*paper 
was as good as gold, and even better than 
gold: and they had numerous copyists in 
America. Mr. Dallas, in admitting that in- 


convertible paper was not, whatever might 


be its abstract excellence, adapted to the situa- 
tion of our country, was in advance of many 
of his contemporaries. 

After the secretary had made his report, 
Dr. Bollman issued a pamphlet,* in which he 
declared: ‘* The paper of the Bank of Eng- 
land preserves a value, as steady perhaps as 
any attainable, whilst the precious metals, 
like other commodities, fluctuate around this 
standard : and the system now in force, after 
an experience of eighteen years, is found so 
perfectly satisfactory, that the greater number 
of the most zealous bullionists, convinced of 
their former error, begin to doubt whether 
the resumption of specie payments would be 
at all expedient, should even no difficulty 
whatever stand in the way of this measure.” 
The Doctor proposed the establishment of a 
National Bank, the notes of which should be 
redeemable in United States six per cent. 
stock. His plan was to be completed by 
making the notes of the State banks payable, 
not in specie, but in the paper of the Na 
tional Bank. | 

Mr. Carey pronounced the plan of Dr. 
Bollman a ‘* magnificent” one, and said * it 
would be a sovereign remedy for all the finan- 
cial difficulties of the country.’’t 

Another of the literati of Philadelphia, 
Mr. Walsh, published some essays in the 
National Intelligencer, in which he endeavored 
to refute, what he conceived to be, ** the very 
fallacious and mischievous doctrines which 
some of the federal orators in Congress had 
recently uttered on the subject of a paper 


*Plan of an improved system of the money concerns of 
the Union. Philadelphia, Jan. 16, 1816. 
t Letters to the directors of the banks, March 27th, 1816. 
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currency in general.”” Such, for instance, 
as the following: ‘That paper not converti- 
ble can never have the quality of money.— 


‘That the ability of a bank to redeem, that is 


to pay specie, is the true criterion of exces- 
sive issues. Thata paper currency is depre- 
ciated when it ceases to be of equal value 
with gold and silver. That the suspension 
of specie payments by the Bank of England 
in 1797, led to a depreciation of its paper.— 
‘That the rise of specie, and a general increase 
of prices, are the certain indications of de- 
preciation,’ &e.—*All which propositions,” 
said our American anti-bullionist, “ derived 
from the report of the English bullion com- 
mittee, were most triumphantly refuted, in 
the discussions to which that report gave 
birth, in and out of parliament, and are now in 
England considered as absolutely exploded.” 

Mr. Carey, and Mr. Walsh, appear to have 
afterwards changed their views of the nature 
of inconvertible paper: but Dr. Bollman was, 
if we may judge by his latest publications, 
inflexible in error. 

A new light was now, however, breaking 
on the people. ‘To borrow the language of 
the committee of the Senate of Pennsylva- 
nia, ** towards the close of the year 1815, 
the doctrine so generally taught, and so gene- 
rally received by the great mass of the com- 
munity, that the paper currency was not de- 
preciated, but that specie had risen in value, 
began to be abandoned. ‘The intelligent 
part of the people became convinced that, 
although the nominal prices of property and 
commodities had been advanced, the substan- 
tial wealth of society had absolutely dimin- 
ished.” 

In Congress there were few, if any, open 
advocates of inconvertible currency. 

~ On the eighth of January, 1816, a bill was 
reported to establish a Bank of the United 
The bill was, word for word, nearly 
the same as that which had been brought be- 
fore the House in 1814, excepting that it 
made the eapital thirty-five millions instead 
of fifty, contained no provision to compel the 
bank to lend to government, and did not di- 
rectly sanction a suspension of specie pay- 
ments. 

On the 26th of FeWMuary, the House pro- 
eeeded to consider the bill in committee of 
the whole, and Mr. Calhoun addressed them 
at length in support of the measure. 

‘¢ There had been,” he said, ** an extraor- 
dinary revolution in the currency of the coun- 
try. Bya sort of under current, the power of 
Congress to regulate the money of the coun- 


try had caved in, and upon its ruin had sprung 
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up those institutions which now exercised 
the right of making money in and for the 
United States: for gold and silverare not the 
only money, but whatever is the medium of 
purchase and sale, in which bank paper alone 
was now employed, and had therefore become 
the money of the country. A change, great 
and wonderful, has taken place, which divests 
you of your rights, and turns you back to the 
condition of the revolutionary war, in which 
every State issued bills of credit, which were 
made a legal tender, and were of various 
values. We have in lieu of gold and silver 
a paper medium, unequally but generally de- 
preciated, which affects the trade and indus- 

try of the nation: which lyzes the na- 

tional arm: which sullies the faith both pub- 

lic and private of the United States. Ac- 

cording to estimation there were in circula- 

tion, within the United States, two hundred 

millions of dollars of bank notes, credits and 

bank paper, in one shape or other. Suppos- 

ing thirty millions of these to be in posses- 

sion of the banks themselves, there were, 

perhaps, one hundred and seventy millions 

actually in circulation, or on which they draw 

interest, while there were not, according to 

estimation, in the vaults of all the banks, 

more than fifteen millions in specie. The 

banks had undertook to make loans to govern- 

ment, not as brokers, but as stockholders—a 

practice wholly inconsistent with the system 

of specie payments. Of public stock the 

banks held, on the thirteenth day of Septem- 

ber last, about eighteen millions and a half, 

and a nearly equal amount of treasury notes, 

besides stock for long loans made to the State 

Governments, amounting altogether to within 

a small amount of forty millions. If the 

banks would regularly and consentaneously 

begin to dispose of their stock, to eall in their 
notes for the treasury notes they have, and 

moderately curtail their private discounts: if 

they would act in concert in this manner, 

they might resume specie payments. A Na- 

tional Bank, paying specie itself, would have 

a tendency to make specie payments general, 

as well by its influence as its example.” 

Mr. Ward, of Massachusetts, ‘‘ acknowl- 
edged the correctness of the representation 
of the existing evil,ffor which he appeared 
to think the remedy was near at hand, and 
more simple in its application than the estab- 
lishment of a National Bank, viz., by refus- 
ing to receive the notes of those banks which 
do not pay specie, in dues to government.— 
But for an alliance which he considered dis- 
graceful to the country, and unjust to indi- 
viduals, between the Secretary of the ‘T'rea- 
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sury and the banks which refused to pay 
specie, the evil never would have existed.” 

Mr. Smith, of Maryland, ‘thought that, 
as far as he had information, the banks had 
not issued more notes than, from the amonnt 
of their capital, they had a right to do.”— 
He was friendly to the proposal to establish 
a National Bank, but ‘*he did not think it 
would do any harm, if the bank were to 
commence its operations without specie, but 
with an assurance in its charter, of payment 
of specie at a particular day. Such an assu- 
rance would make the bank notes :equally 
good, in his eyes at least, as gold and silver.” 
The National Intelligencer said that, ,** with 
these views Mr. S. concluded his practical 
speech.” 

Mr. Sergeant proposed to reduce the 
amount of the capital of the bank, from 
thirty-five to twenty millions. ‘* With re- 
gard to the present time,”’ he said, ** he should 
be glad to know why the Treasury of the 
United States had not now the command of 
Specie payments, and the rate of exchange 
in its own hands.” j 

Mr. Ward thought that, ‘‘in the progres- 
sive state of the country, it was not very im- 
portant whether the capital was thirty-five 
or twenty millions: the latter amount could 
be used with nearly as much effect for any 
mischievous purpose as the former—that sum 
would be quite sufficient to influence the des- 
tinies of the nation.” 

Mr. Tucker, of Virginia, was of opinion, 
that a capital of thirty-five millions would not 
be too large. ‘In New York,’’ said he, 
**as I have understood, it is contemplated to 
put into activity an additional bank capital of 
fourteen millions. Inthe State which I have 
the honor to represent, efforts have lately 
been made to establish fifteen new banks, 
with a capital, I presume, of about seven 
millions. Do not these things prove that 
there is a fair prospect of profit ?”’ 

Mr. Webster said, ** It was a mistaken idea 
that we were about to reform the national 
currency. No nation had a better currency 
than the United States—there was no nation 
which had guarded its currency with more 
care ; for the framers of the constitution, and 
those who enacted the early statutes on this 
subject, were ard money men; they had felt, 
and therefore duly appreciated, the evils of a 
paper medium; they therefore sedulously 
guarded the currency of the United States 
from debasement. ‘The legal currency of the 
United States was gold and silver coin: this 
was a subject in regard to which Congress 
had run into no folly. 
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REPORT OF THE EXCHEQUER COM- 
MITTEE. 


The Exchequer Committee of the U. S. House 
of Representatives have made a report which con- 
tains many truths. 

After some preliminary remarks, the Committee 
give a short fiscal history of the United States. 
This is very well as far as it goes; but it is defec- 
tive in not embracing the following particulars: 

Ist. In the Federal Convention, a proposition 
was made to give Congress the power to pass acts 
of incorporation, and it was rejected on the ground 
that Congress would then have power to incorpo- 
rate a bank, 

2nd. In the same Convention, two efforts were 
made to give Congress power “to emit bills of 
credit,” and both were successfully resisted. 

3rd. The first revenue act declared that dues to 
Government should be paid “in gold and silver 
cuin only.” . 

4th. Alexander Hamilton, the first Secretary 
of the Treasury, within a very short period after 
the establishment of that Department, on his own 
responsibility, and in defiance of both law and 
constitution, gave instructions to the collectors of 
customs to receive payment of public dues “in 
bank notes not having more than thirty days to 
run.” 
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Never since the organization of the Govern- 
ment, have the requirements of law and constitu- 
tion, in regard to the Treasury and the treasure 
of the United States, been duly observed. And 
as it has been by the neglect or the violation of 
the plainest provisions of law and constitution, 
that the foundation has been laid of nearly all the 
pecuniary difficulties of the people and the Go- 
vernment, facts of so much importance ought not 
to be omitted in any fiscal history of the United 
States, however short that history may be. 

The Committee then make some judicious re- 
marks on the importance of a standard of value. 
They give us nothing new under this head, but 
their remarks are none the worse on this account, 
as what we want on subjects of this kind is not 
novelty, but truth. ‘" 


These are followed by some observations on 
paper money banks, the utility of which appear to 
us to be overrated by the Committee. They 
seem, however, to be duly sensible of some of 
the evils these institutions produce. 


The following remarks should command atten- 
tion : 

“It may well be doubted whether the bills so 
issued by the banks of the States, and constituting 
a currency, are not bills of credit within the mean- 
ing of the prohibition of the Constitution. 

“Historically, it is demonstrable that the ex- 
pression ‘bills of credit’ applied, in all the period 
anterior to the adoption of the Constitution, to 
these bills of banks. There were two forms of 
bills of credit, recognised in legislation, speech 
and writing, namely, * government bills of credit,’ 
and * bank bills of credit.’ 

“It seems difficult to conceive how these two 
species of the same generic thing came to be con- 
sidered so far different, as that one should be con- 
stitutional and the other not. To be a legal ten- 
der is not of the essence of either; that is, each 
had been issued extensively without being de- 
clared a legal tender; and in all other respects 
they are in effect and mischief the same; tending 
in the same way to excess, alike usurping the 
place of money, producing the same disorders in 
the currency, and having the same deleterious 
influence over the relations of labor and property. 

“And it seems to be a strange anomaly of the 
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fundamental law, or, if not anomaly, then over- 
ight, to provide that a State shall not issue bills 
credit by the instrumentality of a legal person 
called its * treasurer,’ but may by means of a legal 
person called its ‘bank;’ in other words, that it 
cannot, a ie that it can, be the derivative 
soured e issue of bills of credit. 
‘Nor does it vary the principle, to enact that 
the bank shall consist in part, or in whole, of in- 
corporated private stock, This appears by the 
practical fact of the times. Most of the banks of 
the United States, south of New York, have 
ceased to pay their bills in cash, a large part of 
them having failed to make any effective redemp- 
tion for the space of more than four years. Their 
bills are an irredeemable paper currency. And 
their continued irredeemability has been legalized 
by State Legislatures, in many instances, as the 
means of procuring to the use of the State Govern- 
ment an issue of bills of credit with which to de- 
fray the charges of the State, instead of levying 
taxes on the inhabitants for that purpose. The 
State cannot issue bills of credit by its Treasurer ; 
but it can and does by its banks; which is one 
great cause of the existing disorder in the cur- 
rency of the United States. ; 


The Committee then proceed to consider what 
can and what cannot be done in the present crisis 
by the Federal Government. 


“It cannot assume and pay that great mass of 
individual indebtedness of the people of the United 
States, which now weighs them down.—It cannot 
by any direct act of legislation prevent unwise 
extension of credit,in time or amount, overtrading, 
speculation, &c., &c.—It cannot assume and pay 
the debts which the individual States have con- 
tracted on their own account.—It cannot com- 
mand and compel the State Legislatures to cease 
to authorise the suspension of cash payments by 
the banks.—It cannot give to the country a paper 
currency in the bills of an incorporated joint stock 
bank; for the constitutional objections of the 
President, and of a considerable part of the mem- 
bers of the two Houses, and the people at large, 
constitute at present an insuperable impediment 
to the incorporation of a nationa] bank.—It cannot 
equalize the exchanges throughout the country, 
so long as the currency of most parts of it consists 
of irredeemable bank bills in various degrees and 
stages of depreciation.—It cannot by any act of 
its own whatever, proceed immediately to fill the 
channels of commerce with a paper currency 
equal in rate of value to gold and silver, neither 
by means of a national bank, nor by any other in- 
strumentality whatever. 

“ But the Federal Government can adopt the 
means to furnish a paper currency of par value, to 
take the place of the depreciated paper currency, 
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so soon as that shall be driven or withdrawn from 
circulation.” . 

The Committee then pass under review the 
leading arguments for and against a National 
Bank, the Deposit Bank system, and the Independ- 
ent Treasury system, after which they bring for- 
ward their own plan, This may be described, in 
brief, as a Sub-Treasury system, having in con- 
nection with it offices of deposit and exchange. 

The bill of the Committee is certainly much 
less objectionable than that presented to the House 
in the early part of the session, inasmuch as it 
contains no provision to authorise the issue of 
Treasury notes to serve as a currency, and as it 
furthermore prohibits the sale of Treasury drafts, 
except for cash, and authorises the purchase of bills 
of exchange only when necessary to transmit the 
public funds for public purposes. But whether the 
bill in all cases comes up to the requirementsof the 
constitution, and whether it does not in some of its 
details transcend the powers granted by that in- 
strument, are questions open to discussion. 





REPORT OF COMMITTEE OF THE 
SENATE. 


The Committee of the Senate, (Mr. Talmadge, 
Chairman,) have made a report which contains 
many truths, though, according to our views, fewer 
truths and more errors than the report made to 
the House of Representatives by Mr. Cushing. 

There are, however, many passages in the 
Senatorial report to which we can give our most 
hearty concurrence—such, for example, as the fol- 
lowing :— 


The committee are of opinion that no paper 
should issue on the credit of the Government to 
circulate as currency. 

There can be but two motives for the issue of 
such paper. 1. To anticipate the revenue to meet 
the engagements of the Government. 2. To aid 
the currency of the country by this addition to the 
circulating medium. 

As to the first, the Committee hold it wrong in 
principle for the Government to anticipate its re- 
venues by this means. Its tendency would be to 
excessive issues, and to a reluctance on the part 
of the Government to levy adequate duties for 
revénue. Either result would be in the highest 
degree derogatory to our national character. The 
revenuesof the country should always be adequate 
to the economical wants of the Government, and 
the Government should never have occasion to an- 
ticipate its revenues. But, if an emergency 
should happen when its means are not sufficient to 
meet its engagements, it may get the authority 
of Congress, as has often been done before, to is- 
sue Treasury notes, not as a currency, but as a 
means of borrowing; Treasury notes, bearing an 
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interest, to be taken as an investment by capital- 
ists, and not as a circulating medium for the 
people. 

As to the second, the committee do not perceive 
how a currency issued on the credit of the Go- 
vernment can make any permanent addition to 
the circulating medium beyond the business wants 
of the country. Such a currency, if it could be 
put in circulation beyond those wants, would dis- 
place and send into retirement an equal amount 
of the local currency. So that the aggregate 
amount remaining would be the same as before. 
Any benefit to be derived by this better currency 
of the Government, if perchance a currency issued 
on its credit should eventually be better, would 
not compensate for the violation of what the com- 
mittee deem a great and fundamental principle, 
namely, that no paper should issue on the credit 
of the (rovernment to circulate as currency. 


It is exceedingly gratifying, in times like these, 
to find the leading politicians of both parties tak- 
ing a stand against a National curreney resting 
on the credit of Government. 

As to the plan proposed by the Committee of 
the Senate, it is like that proposed by the Com- 
mittee of the House, a Sub-Treasury system, 
having connected with it offices of deposit and 
exchange. Both Committees propose that all 
notes issued, not bearing interest, shall be, dollar 
for dollar, the representative of specie actually in 
deposit. So far, so good, supposing the plan to be 
faithfully carried out. But the Committee of the 
House propose that the Exchequer offices shall 
have unlimited powers to sed/ bills of exchange 
for cash; and the Committee of the Senate pro- 
pose that they shall have power to collect ex- 
changes. 

On either plan, the Exchequer offices would, 
of necessity, degenerate into banks of discount. 
Such an immense amount of exchanges as they 
would have to carry on, could not be effected 
without the purchase of bills on time. 


PAPER MONEY BANKS. 


It is a question with us whether paper money 
banks do most hartin, when they pay specie, or 
when they suspend payment. ‘T’o those whohave 
never studied the principles of the system, this 
may seem a very strange question, but when they 
reflect on the fact that it is during the time they 
are paying specie that the banks lay the founda- 
tion of the evils we suffer during time of suspen- 
sion, they may deem the question not unworthy 
of consideration. 

Perhaps we shall be referred to the condition of 
the city of New York as evidence of the advan- 

that arise from the banks’ paying specie. 
In New York, last year, between 900 and 1000 
new houses were erected; and in Philadelphia, 
between 1300 and 1400. All that this proves is, 
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that the prosperity of the country is so deeply 
seated in natural causes, that neither specie pay- 
ing nor non-specie paying banks can prevent the 
increase of wealth and population. 

There is much distress in Philadelphia. Is 
there less in New York? Since the resumption 
of specie payments, the paper currency of that 
State has increased in one year at the rate of 90 
per cent., decreased in the next at the rate of 24 
per cent.; increased in the year following at the 
rate of 25 per cent., and decreased in the year 
succeeding that at the rate of 40 per cent. Such 
fluctuations must necessarily have caused the 
ruin of hundreds and of thousands; but as “the 
banks continue to pay specie,’ their ruin is at- 
tributed to some other cause than banking opera- 
tions. 

“The doctrine,” says Lord Liverpool, “that no- 
thing is better than a paper circulation converti- 
ble into coin, is true to this extent—that if con- 
vertible into coin, the evil will cure itself; whilst 
one not convertible will lead to nothing but ruin. 
But how is the cure to be operated? By the down- 
fall of thousands and hundreds of thousands, and 
the convulsion of all kinds of property. It is true 
that the evil carries its own cure, but with such 
terrible consequences that the cure is worse than 
the evil.” 

The notion, that so long as the banks pay spe- 
cie, the amount of currency is just the same as it 
would be if only gold and silver coins were permit- 
ted to circulate, is all an illusion. aah money 
is, even in its best estate, as Dr. Witherspoon 
used to say, “about as a measure of value as 
a woollen thread would be of length.” Under a 
hard money system, our currency would never 
fluctuate more than five per cent. per annum; sel- 
dom more than one, or perhaps a half per cent.— 
With banks paying specie, it may, as appears from 
the New York returns, and other evidences, fluc- 
tuate 20, 30, or 40 per cent. 

So long, however, as the banks pay specie, the 
illusion is complete. Because the bank dollar 
never changes its name, the people think it never 
changes its value. ' 

en the banks do not pay specie, the illusion 
is less complete. When their notes depreciate so 
much that a difference is made in the prices of 
commodities, when paid for in specie or in paper, 
the illusion is nearly dissipated. ‘Then the bank 
note ceases to be regarded as , and is looked 
upon as mere commercial paper. ‘I'hen the people 
are not deluded by it in entering into contracts, 
and engaging in enterprises. 

When the banks do not pay specie, a slice from 
every man’s loaf of bread, goes to the banks or to 
the brokers. Where the banks pay specie, every 
other loaf of his bread may be taken bodily from 
a man, and yet it may be done so dexteriously that 
it may be impossible for him to tell how he lost 
his bread, or who has got it. 

We do not say absolutely that paper money 
banks do more harm when they are paying spe- 
cie, than when they are in a state of suspension ; 
we only say the question is worthy ot consid- 
eration. The immediate, sensible, palpable evils, 
are certainly greatest, when the banks are in a 
state of suspension: but these evils are not without 
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their advantages, inasmuch as they make those 
feel who cannot reason, and thus open their 
eyes to the nature of the system. Where the 
banks pay specie the illusion is so complete that 
but few even of those who have the power to rea- 
son, will make a proper use of that power. The 
delusive appearances of prosperity which are 
occasioned by expansions, deceive them in com- 
mon with the rest of the multitude, and when 
contractions come, as come they must, they are 
apt to attribute the ruin that follows to any thing 
but its true cause. 

For the last twenty years, the banks of Great 
Britain and Ireland have paid specie, and while 
so doing, have, to use the language of Lord Liver- 
pool, ‘caused the downfall of thousands and hun- 
dreds of thousands, and the convulsion of all kinds 
of property.” 

‘ith these views of the subject, we cannot en- 


e heartily in any scheme of bank reform, which . 


ooks merely to a resumption of specie payments. 
It would feat substituting one tern of "euil for 
another. The people ought not to rest satisfied 
short of a radical reform, namely, the substitution 
of banking by responsible individuals for banking 
by irres /e corporations: and the substitution 
of hard money and bona fide bills of exchange, 
for paper money bank promises. 





PENNSYLVANIA. 


The dividend due on the State debt has been 
paid by the Bank of Pennsylvania, with a nomi- 
nal advance of 44 per cent. for the difference be- 
tween paper and specie: but in such kind of notes 
that those who received them had, in some in- 
stances, to sell them at a discount of 8 per cent., 
it is said, in order to realise the specie. 

The next dividend is due in August. How it is 
to be paid, puzzles the wisest “ financiers.” 





OHIO. 


The Legislature of this State have passed an 
act requiring the banks to resume specie pay- 
ments, and it is said about 22 of them are prepar- 
ing to comply with the requisitions of the Jaw. 
They have held a meeting by delegates at Co- 
jumbus, and resolved by concert of action to sus- 
tain one another. Part of their plan is to require 
each bank “to return the notes of all the others 
toa central point for exchange periodically.” 
This is the Scotch system, and the system known 
in New England under the name of the Suffolk 
Bank system. It is the only system through which 
notes issued by a great number of banks can be 
kept at par with one another, and with specie, in 
different parts of the country. It ought to be 
adopted in all the States. 





SPECIAL LEGISLATION. 


~ We have seldom known efforts made to improve 
the currency by special legislation, that did not 
do more harm than good. The Legislature of 
Pennsylvania have, by one simple movement, legis- 
lated hundreds of thousands of dollars out of the 
hands of the industrious classes into the hands of 
the brokers, and before they have done with the 
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business, they will probably cause some millions 
to take the same course, 

However, in addition to the evils which paper 
money banking causes per se, we must expect 
others from the bungling, blundering legislation 
to which it leads, and bear up under them as well 
as we can. 





PHILADELPHIA, 


A year or two since, the capital of the Phila- 
delphia banks, amounted in round numbers to 
about fifly million dollars. By the failure of the 
United States Bank, the Schuylkill, the Girard, and 
the Pennsylvania, the amount of capital has beén 
reduced, according to an estimate in one of the 
papers, to about seven million dollars, or, if the 
selling price of the stock be considered as the 
true test of its value, to about three millions. 

Persons at a distance may be inclined to ask 
how is it possible for you to sustain yourselves 
in Philadel] phia after such an immense loss of capi- 
tal?’ We reply that if every bank in the coun- 
try should break to-morrow, the amount of real 
wealth would not thereby be diminished. Banks 
have seldom any real wealth in actual possession, 
except their real estate, their furniture, and their 
specie. The breaking of a bank does not drive 
this wealth out of existence. The rest of the as- 
sets of a bank, consist of promissory notes, bonds 
and mortgages, &c,, which are liens on the real 
wealth in the possession of individuals. This re- 
mains the same, after a bank is broken, as it was 
before. 

But, though this breaking of four of the prin- 
cipal banks of Philadelphia has not diminished 
the amount of real wealth in eee possession of 
the community, it has seriously affected the for- 
tunes of individuals, by depressing in value the 
claims they had in the form of . notes, bank 
deposits, and bank ee ” ie wealth, in the 
possession, or supposed to be in the possession, of 
others. If they have given full value for the 
stocks, notes, and deposits, the loss to them is just 
the same as if so much real wealth, actually in 
their possession, had been destroyed’ by fire. 

We are able to bear this loss, because it is di- 
vided among a great many, and persons at a dis- 
tance share it with us. A very large part of the 
capital of the Bank of the United States was held 
abroad; perhaps not more thon three or four mil- 
lions by the citizens of Philadelphia, at the time 
of the explosion. Of the stock of the Bank of 
Pennsylvania, one million five hundred thousand 
dollars worth, was held by the State. 

Still, if we take into account the losses sus- 
tained by citizens of Philadelphia, on Vicksburg, 
and other stocks, we shall find that the aggregete 
losses sustained by them in the last two years, on 
what they regarded as permanent investments, 
cannot be less than fifty million dollars Divide 
this equally among the inhabitants of the city and 
county, and it will amount to about two hundred 
dollars to each. If the loss had been divided 
equally, it would have deprived many of all they 
were worth. But the loss has, fortunately, in most 
en fallen on those who have stil] something 
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As investments in stocks, except by professed 
stock dealers, are usually made only for the sake 
of income, the immediate disadvantage sustained 
by the breaking of banks is to be estimated by the 
amount of income thus cut off. Fifty millions of 
stocks at six per cent, would yield three millions 

r annum. Divide this equally among the in- 

bitants of Philadelphia city and county, anc it 
would amount to twelve dollars each. But it is 
not divided equally. And though some of the 
holders of stocks still have adequate incomes from 
other sources, nota few of them, we fear, are 
hying, not on income, but on such little remains 
of eae capital as they had not invested in 
n 


Relatively speaking, but few of our people are 
holders of stocks, but all are sufferers; some in 
one way, and some in another. Of the losses 
sustained by depreciation of bank notes and bank 
deposits we have seen no estimate. The aggre- 
gate must be enormous, but it is divided ee a 
great number, and as part of the lossis suffered on 
one day, and part on another, the people are able 
tc bear up under it. A direct tax of half the 
amount, would have caused a rebellion. - 





EXTRACTS FROM THE PRIVATE DIARY 
OF A CERTAIN BANK DIRECTOR. 


No. [X. 


Monday. McThwackem lent me to-day a dis- 
sertation by a learned professor in a South Carolina 
college, intended to prove that “money is not 
wealth.” Ah, these professors in colleges, they are 
the men! Surely wisdom was born with them, 


and when they die, wisdom will, I fear, die also. 


One of them, (he belongs to the University of 
Pennsylvania) not long since proved, or altempled 
to prove, that “all the use of metallic money is to 
create a confidence.” Now his brother of South 
Carolina proves, or attempts to prove, that “ mo- 
ney is not wealth.” In regard to paper money, & 
Loco Foco might perhaps admit this doctrine to be 
true as far as concerns the community at large. 
But the professor extends it so far as to embrace 
metallic money also. Some curious consequences 
follow from this. For, if money is not wealth, 
then a man who is in possession of millions, if it 
be in the form of gold and silver coin, is not a 
wealthy man. If John Jacob Astor, should to- 
morrow sell all his houses and lands, and every 
thing else he possesses, for gold and silver coin, 
he would, from being the richest man in the coun- 
try, suddenly become one of the poorest. He 
might, indeed, have from five to ten million dol- 
lars in hard cash, but as “ money is not wealth,” the 
possession of even a hundred million dollars would 
not make him wealthy. However, John Jacob 
Astor, in order to become wealthy again, would 
have only to melt his gold and silver coin into in- 
gots. For, the professor does not, I believe, deny 
that gold and silver when in the form of bullion 
are wealth, in the same sense that copper and 
iron are wealth. It is only when gold and silver 
are converted into coin, that they cease to be 
wealth. 

The doctrine puzzles me, I confess. Though, 
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as it is put forth by a professor in a college, it must 
be true, I suppose. — 

Thursday. Hada conversation with son Tom 
on the subject of the standard of value. We cor- 
dially agreed in denouncing the common ideas on 
the subject as exceedingly absurd. The very 
term stand-ard, supposes something that slands. 
What can be more ridiculous, then, than to make 
money, which is always circulating, literally go- 
ing round and round, the standard of value? I 
was for taking the earth, the great source of 
wealth, as that-standard wherewith to compare all 
wealth. But Tom objected that I was not quite 
original in this. The Nicholas Biddle of the last 
century, the immortal John Law, was for making 
the earth the standard, and enriching nations by 
coining the land, Some distinguished gentlemen 
of Philadelphia, did moreover entertain ideas ap- 

ximating to this; and some correspondents of 
he Madisonian had broached them in that pa- 


per. 

“For my part,” said Tom, “1 look upon New 
England rum as the best standard of value.”— 
Hereat I laughed : but Tom told me not to laugh, 
but to listen, while he compared certain qualities 
of New England rum with those qualities of gold 
and silver which, according to the Political Econo- 
mists, fit them to perform the functions of standards 
and measures of value. 

“In the first place,” said Tom, “the demand 
for New England rum, is universal and incessant, 
the efforts of the Temperance Societies to the 
contrary notwithstanding ; and the supply exactly 
equals the demand. Every Political Recnrasiet 
will admit that the laws of supply and demand, 
afiect New England rum in the same way that 
they affect gold and silver. 

“In the second place, it (New England rum) 
is divisable into extremely minute portions, and 
capable of reunion without any sensible loss of 
weight or value. This divisibility and capability 
of reunion, Say, in his Political Economy, places 
first in his enumeration of the qualities of gold 
and silver which fit them for the purposes of mo- 


ney. But every man knows that any given por- . 


tion of New England rum can be divided and re- 
united with much more ease than any given mass 
of gold or silver. 

“The exact strength, and consequently the 
purity, of New Eogings rum, can readily be as- 
certained by means of a hydrometer. ‘T'o ascer- 
tain the fineness of gold and silver, we have to 
resort to the troublesome process of assaying. 

“ Time, weather, and dawwp, says Say, haye no 
en to alter the quality of gold and silver.— 

either do they injuriously affect New England 
rum. It rather improvesbyage. You can carry 
it into any climate. Jn very cold regions, it is 
indeed liable to be frozen; but then it can be cut 
into blocks, and serve very conveniently the pur- 
pean a circulating medium. In this form, 1 

ave no doubt, it would be highly prized by the 
Esquimaux. If the Abyssinians use salt bricks, 
as money, why should not the Esquimaux use lit- 
tle blocks of frozenrum? | 

“« Melasses was once a kind of secondary stand- 
ard of value with our Yankee boys. Nothing 
used to be more common with them than to say 
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that they had got for their produce, ‘ half cash and 
half melasses,’ meaning thereby, not melasses 
literally, but various commodities, of which they 
made melasses the general representative. In 
like manner, New England Rum was a kind of 
standard of value, and even currency, contributions 
for public objects being made in that medium. Of 
this, History affords us a remarkable example. 
When the New Hampshire troops were prepar- 
ing to join the forces under Gen. Gates, contribu- 
tions were made to defray their expenses, and 
among others, Governor Langdon subscribed a 
large sum. But how did he pay it? In goldand 
silver? No. He was not so foolish as that. He 
knew that gold and silver could be neither eat nor 
drunk; and, like a sensible man, he rolled out his 
four or five hundred barrels of New England 
Rum. With these, supplies for the troops were 

rocured, And to his rum contribution we are, at 
east in part, indebted for the glorious victory of 
Saratoga, and the consequent capture of Burgoyne 
and his forces.” 

Pretty well for Tom. When he had done, I 
told him that he ought to write to Professor 
of the University of Pennsylvania, and 
Professor of the College of South Caro- 
lina. As one of them had made the discovery 
that “the whole utility of specie as money is its 
power of creating a confidence,” and the other the 
no less notable discovery that “money is not 
wealth,” I could not doubt they would duly ap- 
preciate his discovery of a new standard of value. 
‘Tom said he would think of it. He had his fears, 
that, if he wrote to those gentlemen, they would 
seize hold on his theory, dress it up anew, and 
ers it to the world as their own, thus robbing 

im of honors justly his due, 

Sunday. It is said that one of the old times 
Boston ministers was so averse to preaching, that 
he used every Saturday afternoon to go to the 








North End, and if he found a man coming into | 


town with a black coat on, catch him, put him 
into the pulpit the next day, and make him preach 
for him. I think the mantle of this old times 
minister must have fallen on McTuwackem, for 
he never preaches himself when he can get any 
body else to supply his place. ‘This morning his 
pulpit was filled by a miserable old drawler from 
the conntry, who took for his text, Revelations, 
chap. ix, v. 20, 21.—And the rest of the men 
which were not killed by these plagues, yet re- 
pented not of the works of their hands that they 
should not worship devils, and idols of gold, and 
silver, and brass, and stone, aud of wood; which 
can neither see, nor hear, nor walk: Neither re- 
pented they of their murders, nor of their sorce- 
ries, nor of their fornications, nor of their thefts.” 

“A remarkable example,” said he, ‘have we 
here of the power of evil and of error, and of the 
inefficiency of mere punishment, as such, to pro- 
duce reformation. ‘Ihe seventh seal had been 
opened, the sixth angel had sounded, woe had fol- 
lowed woe in quick succession, und yet the men 
that escaped destruction, repented not of the evils 
which brought these woes upon them. 

“So it always has been, and so it always will 
be. And if any man doubts the truth of the doc- 
trine inculcated in the sacred text, he has only to 


take a look at the present condition of our country- 
Herein we have the power of evil and of error 
exemplified in a most remarkable manner, The 
“third part of the men” have been killed by the 
fire of avarice,—a fire which is, in no allegorical 
sense, the fire of hell, and yet, the rest of the 
men “ who have not been killed by these plagues, 
repent not of the works of their hands.” It is all 
spelled and scheming still. As one system of 
fraud explodes, another takes place. Any thing, 
cry they, but hard money and honest industry. 

“The words of our text, have, unquestionably, 
in their primary sense, reference to the spirituab 
condition of men. But such an application of 
them, the men of the present day are too worldly- 
minded tounderstand. Therefore do I confine my 
explication to their secondary sense. Worldly- 
minded men may see the force of the great truth 
inculcated in the text, namely, the power of 
evil and of error, when applied to worldly sub- 
jects: and yet, eee they see, they will not re- 
eh It will all be scheming, and scheming 
sull. 

{ do wish parsons would stick to their calling, 
and not be meddling with politics, - What busi- 
ness have they to talk about hard money and hon- 
est industry, and to speak of scheming, in such a 
way as to hurt the feelings of the most devout of 
their hearers—myself, for example, among others ? 





BANKING HISTORY. 


In another part of this number, pages 281-3, will 
be found a report of part of the debate in Con- 

ress in 1816, on the subject of incorporating a 

ank of the United States, The remarks of the 
speakers, especially those of Mr. Webster, Mr. 
Randolph, Mr. Mason, and Mr. Wells, are well 
deserving of attention, for they show the nature 
of the principies of the system. 

Mr. Jeremiah Mason, the Senator from New 
Hampshire, who so zealously opposed the estab- 
lishment of the U. 5S. Bank, was, about the year 
1828, appointed President of the branch at Ports- 
mouth, and by attempting to make that sound 
which had been rotten from the beginning, brought 
on himself the animosity of men of both of the po- 
litical parties of the day. They endeavored, 
through the influence of some gentlemen in 
Washington, to have him removed from his sta- 
tion; but did not succeed inthe attempt. To the 
failure to remove Mr. Mason, Mr. Nicholas Biddle 
has attributed Gen. Jackson’s animosity to the 
Bank of the United States; but very unjustly. 
There is abundant evidence that Gen. Jackson 
was long before opposed to a National Bank. 

It is well to connect different parts of history 
together. And the reader wil] read Mr. Mason’s 
remarks in opposition to the establishment of the 
Bank of the United States with the more inter- 
est, when he learns that it is the Mr. Mason 
whose name has been so often referred to in the 
‘political disputes relating to the re-charter of the 
Bank. 

The chapters which follow, pages 283-8, exhibit 
the operations of the United States Bank during 
the first years of its existence. To the thinking 
man they will afford ample food for reflection. 
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USURY SUITS. 


Several suits have been recently instituted in 
this city to recover large sums paid in usury to 
bank directors, who granted the plaintiffs the favor 
of shaving their notes at the rate of thirty, forty, 
or fifty percent. We cannot commend the mo- 
rality of such proceedings, though very desirous 
of seeing punishment inflicted on those who thus 
abuse an important public trust, and prey upon a 
community which they were appointed to assist. 
But the fact shows the beauties of our banking 
system, and confirms all that we have said of it 
for several years The facts are the follow- 
ing. A merckant applies toa bank for a discount. 
The cashier or president, or a director, tells him 
that the bank hasno money. In despair he goes 
to a broker, who shaves his note, and gives him 
a check for the proceeds upon the very bank 
which had refused to discount his note, under the 
pretence of having no money. But the bank had 
money enough, and loaned it to the directors, one 
of whom employs a broker to shave the very note 
which was thus driven out of the bank. Such 
has been the coarse of our banks from 1836 to the 
present time; and how much older this course is 
we cannot say.— Ledger. 


It has been their course ever since they have 
been established, whenever the market rate of in- 
terest has exceeded the bank rate; and must, 
from the nature of things, be their course, so long 
as the present system of banking continues. 





BANK FAILURES. 


The LaFayette Bank, a safety fund bank in the 
city of New York, has failed. 


The Bank of Hamilton, Butler County, Ohio, 
and the Bank of Chillicothe, have made assign- 
ments; and it is said that the Bank of Cleveland, 
and the Commercial Bank of Lake Erie at Cleve- 
land, the Banks of Xenia and Marietta, and the 
Commercial Bank of Scioto, at Portsmouth, all in 
the State of Ohio, have done, or are preparing to 
do likewise. According to other statements, the 
Banks of Marietta and Xenia, and the Commer- 
cial Bank at Portsmouth, mean to resume specie 
payments, 





BANK DEFAULTS. 


It is said the deficiency in the funds of the 
Penn Township Bank amounts to about 260,000 
dollars—a pretty large sum for a bank having a 
capital of only $500,000. According to a state- 
ment we have heard, certain country banks hav- 
ing dealings with the Penn Township Bank, de- 
posited with it bonds and mortgages, and other 
valuables, as collateral security. ‘These the late 
Cashier took, and disposed of in the market, in 
order to acquire the means of carrying on the 
speculations of himself and friends. No doubt he 
meant to return the amount faithfully. But one 
of the country banks wished to redeem some of 
the securities it had pledged with the Penn 
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Township Bank. They were not forthcoming, 
and this was what first led the Directors to inves- 
tigate the manner in which the late Cashier was 
conducting the affairs of their institution. 

If there is any thing erroneous in this state- 
ment, we shal] be happy to have the means of 
correcting it in our next number. 

Mr. John G. Boyd, who was formerly Cashier 
of the Towanda Bank, shot himself in this city, 
on the 19th ult. The immediate cause was his 
inability to give the Penn ‘Township Bank securi- 
ty in the amount of about 60,000 dollars, on ac- 
count of some claims it had against him. 

From some incidents in the early history of 
Mr. Boyd, which have accidentally come to our 
knowledge, we think it likely that under any cir- 
cuinstances, and under all circumstances, he 
would have been a schemer, though without the 
agency of paper money banking, his ability for 
scheming would never have been fully developed. 
He was, when a youth, an apppentice to Mr. 
Bethuel.Moore, a respectable house carpenter of 
Philadelphia. From him he ran away; and we 
next hear of him at New Orleans, There he 
made contracts with certain geevionen to erect 
houses for them, obtained advances from them, 
and left New Orleans without fulfilling his con- 
tracts. 

Some two or three years since he engaged in 
the lumber and iron business, in Tioga County, 
Pennsylvania, This led to dealings between him 
and the banks at Williamsport and Towanda, 
He financiered so well, as to be made agent of, 
and finally Cashier of the Towanda Bank. 

As agentand cashier of the bank, he had oppor- 
tunities of applying its funds to the promotion of 
his own speculations, of which opportunities he 
took advantage. 

It would be tedious to relate all his “ opera- 
tions.” Letone suffice. As agent for the Towanda 
Bank, he induced the engravers here to alter its 
plate for its “ relief notes,” so as to adapt them to 
the signature of a “ Clerk” instead of a “ Cashier 
and President.” And without any authority from 
the bank, as is-alleged, he put into circulation a 
large amount of these notes, signed by himself as 
Clerk. Notes of this description, to the amount 
of many thousand dollars, are said to be now in 

ion of the city brokers, 

As he made his money easy, he spent it freely. 
He was particularly liberal to a family, one of 
whose members he had deceived into a false mar- 
riage with himself. On one occasion he gave to 
each of them, as a Christmas present, the sum of 
five hundred dollars; and bestowed on them, in 
all, it is said, not Jess than twenty or thirty thou- 
sund dollars, 

One of the reasons he gave for shooting himself 
was, that ‘the could not bear to be disgraced,”— 
He could commit crimes of the deepest turpitude, 
without any feelings of compunction, but he could 
not bear to be found ont. 

His case certainly aflords a remarkable evidence 
of the admirable adaptation of paper money bank- 
ing for developing talents of a particular order,— 

ithout it, a poor ten thousand dollars would 
probably have covered the whole amouut of his 
scheming. 
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280 PRICES OF BANK NOTES AND SPECIE. 


THE UNITED STATES BANK. 


The stockholders of this institution met, pursu- 
ant to adjournment, on the 21st of February. 
Their proceedings were very boisterous. 

Mr. Josiah Randall wished certain of the as- 
signments made by the bank set aside, and others 
made instead, in conformity with the Act of As- 
sembly. Mr. Gibbons thought “ Old Nick” had 
something to do with this movement. 

The meeting sided with Mr. Gibbons, and then 
adjourned. But Mr. Randal! and his party tar- 
ried behind, and resolved to call smatat meet- 
ing, to be held on the second Thursday in April 
next, 

Mr. 8. Jaudon and Mr. T. Dunlap, two of the 

rsons who had been bound over by Recorder 

aux, to answer a charge of conspiracy to de- 
fraud the stockholders of the U. S. Bank, have 
been discharged by Judge A. Randall. Their 
case was brought before him on a writ of habeas 


STATE OF TRADE. 


This is duller than it has been at any previous 
period in Philadelphia since the commencement 
of our Journal. This is but the natural conse- 
quence of causes that have long been in opera- 
tion, but some of the effects of which are just now 
beginning fully to develope themselves. 

One of the immediate causes of the present de- 
pression, is to be found in the state of the curren- 
cy of the western and south western States. The 
notes of the banks in several of them are of such 
uncertain value, that they will no longer serve as 
substitutes for bills of exchange. Remittances to 
our merchants are consequently few and far be- 
tween. 

Another cause of the dullness of trade is to be 
found in the condition of our own currency. This 
is composed of constituents of three different values, 
For small change, we have silver coin, **shin- 
plasters” being abhorred by us as nuisances. For 
transactions atnounting to a dollar, and not more 
than five or ten dollars, our currency consists 
principally of ‘ Relief notes,” or, as we have 
heard them not inappropriately called, “ Distress 
notes.” Many of these are 12 or 15 percent. be- 
low bank par. Some of the retailers refuse the 
country notes of this description altogether. Others 
take them, on condition of not being required to 
give silver change. Others, when a dollar note 
of this kind is off@red to them, will take it, if those 
who make the offer, will buy 50 or 75 cents worth 
of goods, 

For wholesale transactions our currency con- 
sists of bank checks marked “ good,” and bank par 
is five per cent. below specie par. 

This state of things cannot last long. As the 
wholesale dealers refuse to receive country “ Re- 
lief notes” from the retailers, the “Relief,” or 
“ Distress notes,” must soon become merely bro- 
kers’ merchandize. 


1%“ The History of Banking from 1815-16 to 1816-17,” be- 
gun in our Jast, is continued on the next page. The passage 
that immediately follows is au extract from the Speech of 
Mr. Webster, on the proposition to establish a Bank of the 
United States. 

As we give either four or eight pages of “ the History” in 
each number, it can, if desired, bejseparated from ** the Jour- 
nal” at the end of the year, and bound separately. ‘ The 
History,” as originally published by us, will be completed in 
the first volume of this periodical. 


Saturday, Feb. 26, 1842. 
AT NEW YORK] PHILAD’A. 
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‘As to the conduet of the banks, he would 
not consider whether the great advances they 
had made to the government, during the war, 
were right or wrong in them, or whether it 
was right or wrong in the government to 
accept them: but since the peace, he contend- 
ed, their conduct had been wholly unjustifia- 
ble, as also had that of the treasury in relation 
tothem. Ithad been supposed that the banks 
would have immediately sold out the stocks, 
with which they had no business, and ful- 
filled their engagements ; but public opinion 
had, in this respect, been disappointed.— 
When this happened, the governnient ought, 
by the use of the means in its power, to have 
compelled the banks to return to their specie 
payments. 

‘** The establishment of a National Bank 
not being, in his opinion, the proper remedy, 
he proceeded to examine what was. The 
solvency of the banks was not questioned ; 
there eould be no doubt,’’ he said “if the 
banks would unite in the object, they might, 
in three weeks, resume the payment of spe- 
cie, and render the adoption of any measure 
by the House wholly unnecessary. ‘The 
banks,” he said, ‘* were making extravagant 
profits out of the present state of things, 
which ought to be curtailed. He referred, 
for illustration of this point, to the state of 
the bank of Pennsylvania, as exhibited in the 
return to the Legislature of that State, which, 
with a capital of 2,500,000 dollars, had done 
a discount business of 4,133,000, at the same 
time that it held 1,811,000 dollars of the 
United States’ stock—so that, without taking 
into account a mass of treasury notes, real 
estate, &c., that bank was receiving interest 
on six and a half millions, nearly three times 
the amount of its capital. That bank had 
been pronounced by the Legislature to be in 
‘a flourishing state ;’ it was so to the stock- 
holders in the bank, he doubted not. 

‘* The banks not emanating from Congress, 
what engine were Congress to use for reme- 
dying the existing evil? Their only legiti- 
mate power,”’ he said, ** was to interdict the 
paper of such banks as do not pay specie, 
from being received at the custom houses.— 
With a receipt of forty millions a year, if 
the government was faithful to itself and to 
the interests of the people, they could con- 
trol the evil, and it was their duty to make 
the effort. They should have made it long 
ago, and they ought now to make it.” 

After some members who were friendly to 
the proposal to establish a National Bank had 
spoken— 

Mr. Randolph expressed his fears, * lest 
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gentlemen had got some of their ideas on this 
subject from the wretched pamphlets under 
which the British and American presses had 
groaned, on the subject of a circulating me- 
dium. ‘The proposal to establish this great 
bank, he described as a cruteh, and as far as 
he understood it, it was a broken one: it 
would tend, instead of remedying the evil, 
to aggravate it. ‘The evil of the times wasa 
spirit engendered in this republic fatal to re- 
publican principles—fatal to republican vir- 
tue: a spirit to live by any means but those 
of honest industry ; a spirit of profusion ; in 
other words, the spirit of Cataline himself— 
alieni avidus, sui profusus—a spirit of expe- 
diency, not only in public, but in private life ; 
the system of Diddler in the farce—living 
any way and well; wearing an expensive 
coat, and drinking the finest wines at any 
body’s expense. If we wish to transmit our 
institutions unimpaired to posterity, we must 
put bounds to the spirit which seeks wealth 
by every path but the plain and regular path 
of honest industry and honest fame. 

‘It was unpleasant,’ he said, ** to put 
one’s self in array against a great leading in- 
terest in the community, be they a knot of 
land-speculators, paper-jobbers, or what not: 
but every man you meet, in this House or 
out of it, with some rare exceptions, which 
served only to prove the general rule, was 
either a stockholder, president, cashier, clerk, 
or doorkeeper, runner, engraver, papermaker, 
or mechanic in some way or other to a bank. 
The gentleman from Pennsylvania might dis- 
miss his fears for the State banks, with their 
one hundred and seventy millions of paper 
on eighty-two millions of capital. However 
great the evil of their conduct might be, who 
was to bell the cat? who was to take the bull 
by the horns? You might as well attack 
Gibraltar with a pocket-pistol, as to attempt 
to punish them. ‘There were very few who 
dared to speak truth of this mammoth: the 
banks were so linked together with the busi- 
ness of the world, that there were very few 
men exempt from their influence. ‘The true 
secret is, the banks are creditors as well as 
debtors ; and if we were merely creditors to 
them for the paper in our pockets, they would 
soon, like Morris and Nicholson, go to jail, 
(figuratively speaking) for having issued more 
paper than they were able to pay when pre- 
sented to them. A man has their note for 
fifty dollars perhaps, in his pocket, for which 
he wants fifty Spanish milled dollars : and 
they have his note for five thousand in their 
possession, and laugh at his demand. We 
are tied hand and foot, and bound to concili- 
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ate this grand mammoth, which is set up to 
worship in this Christian land ; we are bound 
to propitiate it. Thus, whilst our govern- 
ment denounces hierarchy; will permit no 
privileged order for conducting the service of 
the true God; whilst it denounces nobility, 
&c., has a privileged order of new men grown 
up, the pressure of whose foot he, at this 
moment, felt on his neck. But,’”’ he said, 
‘*a man might as well go to Constantinople 
to preach Christianity, as to get up here and 
preach against banks.” 

‘The bill was read a third time on the 14th 
of March, and passed the House by a vote 
of eighty to seventy-one. 

When it came before the Senate, Mr. 
Mason, of New Hampshire, moved so to 
amend it that the whole amount of specie to 
be paid in at'the time of subscription should 
be two million eight hundred thousand dol- 
lars, instead of one million four hundred 
thousand. He contended that ** the United 
States’ stock subscribable and payable at the 
same time, to the amount of seven millions, 
would be no more aid to the bank in discount- 
ing, with a view to redeeming its notes in 
specie than so many bank bills. The 
amount of one million four hundred thousand 
dollars in specie, divided among the differ- 
ent branches, which he presumed would be 
immediately established, would, he argued, 
be insufficient for any operation whatever. 
Let the bank issue paper to produce any ef- 
fect, and the specie in its vaults would be in- 
stantly withdrawn from them; twenty-five 
days would be sufficient for that purpose.— 
It might be said the bank would commence 
operations slowly and with eaution ; but any 
man acquainted with the institution of banks 
knows that the sum first paid in is nearly 
all that the stockholders ever pay. The 
bank would continue in operation for ever, 
without taking from the stockholders any 
considerable sum more than the first instal- 
ment; for, as far as the bank discounted, 
the second instalment would be paid into the 
bank with the specie of the first instalment, 
&c. ‘This was a position so fully supported 
by all experience, that he presumed it would 
not be denied.” 

Mr. King, of New-York, supported this 
motion. ‘ The gentleman from New-Hamp- 
shire had,’’ he said, ‘‘ conclusively shown, 
that one and a half millions was the great- 
est extent to which, as it now stood, the 
bank could safely issue on a specie system. 
Illustrating his view of the subject by a 
detailed statement of the process,” he said, 
‘‘that the first discounts of the bank being 
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necessarily to those most pressed by the 
State banks, the proceeds of the discounts 
would immediately find their way to the 
State banks. Under this view, a million 
and a half would be a sum entirely too 
small to enter into a competition with the 
existing banks.”’ 

Mr. Bibb, of Georgia, and Mr. Barbour, 
of Virginia, opposed the motion. In reply 
to some remarks by these gentlemen, Mr. 
Mason said, “the knew of no law of the 
United States which authorized any officer 
of the Government to receive any part of 
the spuriots money, which the gentleman 
said was in circulation. The laws were 
already perfect on this subject. If the ex- 
ecutive officers had received other moneys 
in payment than those authorized by law, 
they had acted without law, without right. 
The remedy now proposed was,” Mr. M. 
thought, ‘* something like Sangrado’s prac- 
tice: more bank paper of the same sort— 
more hot water for the same evil.” 

Mr. Mason’s motion to amend was re- 
jected, 

Mr. Wells opposed the bill on constitu- 
tional grounds, and because he did not be- 
lieve it would have the effect intended.— 
‘*'This bill,” he said, **came out of the 
hands of the administration ostensibly for 
the purpose of curtailing the over-issue of 
bank paper ; and yet it came prepared to im- 
flict upon us the same evil, being itself no- 
thing more than simply a paper-making ma- 
chine ; and constituting, in this respect, a 
scheme of policy about as wise, in point of 
precaution, as the contrivance of one of Ra- 
belais’ heroes, who hid himself in the water 
for fear of the rain. The disease, it is said, 
under which the people labor, is the banking 
fever of the States: and this is to be cured by 
giving them the banking fever of the United 
States.”’ 

So little effect have the strongest arguments 
on men whose minds are made up, that the 
bill was passed by the Senate on the 3d of 
April, bya vote of twenty-two to twelve: 
and returned to the House for concurrence in 
certain amendments, not important enough to 
deserve special notice. 

When the question on concurrence with 
the amendments of the Senate was stated, Mr. 
Randolph declared himself to be the holder of 
no stock whatever, except live stock, and had 
determined never to own any: but if this bill 
passed, he would not only be a stockholder 
to the utmost of his power, but would advise 
every man, over whom he had any influence, 
to do the same ; because it was the creation 
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of a great privileged order of the most hate- 
ful kind to his feelings, and because he would 
rather be the master than the slave. If he 
must have a master, let him be one with epau- 
lettes—something that he could fear and re- 
spect, something that he could look up to— 
but not a master with a quill behind his 
ear.” . 

Mr. Webster “ animadverted on what he 
called a compromise of principle, on a great 
moneyed institution, and the desertion, not 
only of principles, but of friends, which 
< ; characterized the proceedings on this 

ill.’ 

A motion to postpone the bill indefinitely, 
was decided in the negative on the 4th of 
April, by a vote of sixty-seven to ninety- 
one. ‘The amendments made by the Senate 
were concurred in by the House; and on 
the 10th of April, the bill was approved by 
James Madison, the President. 

At the same session of Congress, a reso- 
Jution was passed declaring that, after the 
20th of February, 1817, nothing but gold 
and silver, treasury notes, and the notes of 
specie paying banks, ought to be re- 
ceived in payment of dues to the United 
States. | 

An incident which occurred in the be- 
ginning of this year, deserves mention, as 
an example of the power the banks had over 
the community. A Mr. Fisher, a gentleman 
of Richmond, wished to enforce the pay- 


ment of ten notes for one hundred dollars 


each, which had been issued by a bank in 
Virginia. It had been his wish to bring a 
suit against the bank in 1815, but he could 
not find any gentleman of the bar at Rich- 
mond, who was willing to undertake the bu- 
siness. He at length succeeded in engaging 
a lawyer ; and in January, 1816, regular pro- 
ceedings were instituted: but the president 
of the bank refused to obey the summons. 
‘The sheriff called to his aid a posse comi- 
talus, and the president was forcibly taken 
before the court. The bank still refusing to 
pay the amount of its notes, its doors were 
closed by the sheriff! It then brought suit 
against Mr. Fisher, laying its damages at 
ten thousand dollars, and also took measures 
for instituting legal proceedings against the 
sheriff! The doors of the bank were sur- 
reptitiously opened, and the bank continued 
its operations, thus gaining a new triumph 
over the laws.* 

‘The banks of other parts of the country 
evinced an tequal indisposition to obey the 
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laws of the land. Notwithstanding that the 
resolution of Congress designated the 20th 
of February, 1817, as the day after which 
the notes of non-specie paying banks ought 
not to be received in payment of dues to 
government, “the principal banks in the 
middle States explicitly stated” to the Trea- 
sury Department, in the month of August, 
‘their determination not to resume specie 
payments before the Ist of July, 1817."t— 
Mr. Dallas had, however, become weary of 
treating with the banks as with independent 
sovereignties. He gave public notice, on the 
12th of September, that the resolution of 
Congress would be enforced. But the dele- 
gates of the banks of New-York, Philadel- 
phia, Baltimore, and the District of Colum- 
bia, assembled at New-York on the 16th of 
September, bid him defiance, by resolutions 
which they published, fixing on the Ist of 
July for the resumption of specie payments. 

The resolution of Congress was, however, 
of such a nature that it could not be easily 
evaded ; and it was not a little strengthened, 
by an act of the Legislature of New-York, 
imposing a penalty of twelve per cent. on 
Pit bank within that commonwealth, which 
should not pay its notes on demand. An act 
of this kind had been brought before the 
legislature in April, 1815, but the fair pro- 
mises of the banks, and the exertions of their 
agents, prevented its being adopted in that 
year. “Tired out by the subterfuges of the 
moneyed corporations, the Legislature at last 
adopted this salutary measure. 








CHAPTER X. 
Of Banking from 1816-17 fo 1817-18. 


Durine the year ending December 31st, 


1816, the revenue of the United States’ Go- . 


vernment amounted to the enormous sum of 
forty-seven millions of dollars, which was 
two millions more than the total of the na- 
tional debt on the first of January, 1812.— 
The appearance of increasing riches, and the 
general rise of prices produced by the free 
use of paper-money, had caused a consump- 
tion of foreign commodities, the effect of 
which was felt by government in the great 
increase of its revenue. 

But, with all this income, our fiscal affairs 
were not free from embarrassment. ‘* The 
public treasury exhibited a phenomenon in 


t Letter of Mr. Dallas, Nov. 29th, 1816. 
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finance. Many millions of surplus revenue, 
with as many different values as there were 
offices of collection, constantly accumulating 
at those ports of entry where it was least 
valuable, and applicable only where it was 
collected, while the great mass of public debt 
and expenditures was at those places where 
the public moneys were least available : even 
the quarterly interest on the public debt, due 
where the currency was most valuable, could 
not be discharged but by the evidence of a 
new debt, in the form of seven per cent. 
treasury notes. ‘Thus creating an invidious 
distinction as well between the debtors as the 
creditors of the public, in many cases exceed- 
ing twenty per cent. on the amount of their 
respective claims. ‘The market value of the 
currency paid to the government, was made 
to fluctuate according to the arbitrary decisions 
of banks, and intrigues of. brokers. 

‘In this situation, the State banks which 
had been employed as depositories of the 
public money, withheld the indispensable fa- 
cilities of exchange, for the payment of the 
public creditors, and finally refused to pay 
the balances due by them, butin the ordinary 
course of public expenditure at their respec- 
tive places of location, claiming, under various 
groundless pretexts, the indulgence of govern- 
ment, while the immense sums received by 
them on account of the United States in the 
paper of the banks which did not participate 
in the public deposits, enabled them to con- 
trol those banks and protract their efforts to 
resume specie payments.’’* 

Such was the state of affairs, that, though 
there was a balance of (wenfy-{wo millions 
in the treasury, the government was com- 
pelled to borrrow five hundred thousand dol- 
lars from the United States Bank, in antici- 
pation of its regular operations, to pay the 
interest due on the public debt at Boston on 
the first of January, 1817. 

The Bank of the United States opened its 
doors at Philadelphia on the first of January, 
1817. Its capital then consisted of one mil- 
lion four hundred thousand dollars in specie, 
and fourteen millions in public stocks. About 
this time a second instalment in specie, of 
the amount of two million eight hundred 
thousand dollars, was due: ‘* but it is clear,”’ 
says A Friendly Monitor, ‘that the bank 
having commenced operations, and put its 
paper in circulation, could not enforce the 
payment of the specie part of the second and 


*«“A Friendly Monitor.” Philadelphia, December, 1819. 
Republished, Sept. 1822. Mr. Gallatin says “itis well known 
that this pamphlet came from an authentic source.” We 
have been told that it was written by W. Jones, the first 
president of the United States Bank. 


third instalments of the capital in new acqui- 
sitions of specie. They would be paid either 
in the notes of the bank, or in the specie 
which they would draw out of the bank, or 
with checks drawn on the credit of the dis- 
counts, or not at all; for if the bank had 
ceased to furnish facilities in the vain expecta- 
tion of coercing payment, no dividend could 
have accrued. * * % * Fhe 
directors therefore acted wisely in discount- 
ing the notes of the stockholders payable in 
specie sixty days after date.” 

From the documents laid before Con 
in 1819, it appears that the directors did not 
wait till the second instalment was due: but 
passed a resolution in December, before any 
notes of the bank were in circulation, author- 
ising discounts on a pledge of stock. Such 
** facilities’ enabled the stockholders either 
to comply with, or to evade, the requisitions 
of the law, as the reader is disposed to in- 
terpret its terms. A large partof the second 
instalment was not paid: till months after it 
was due, and instead of two million eight 
hundred thousand dollars, only three hundred 
and twenty-four thousand can, according to 
the report of a committee of Congress, be 
fairly presumed to have been paid in coin. 

A third instalment, of two millions eight 
hundred thousand in coin, and of seven mil- 
lions in government stock, was due after the 
first of July. But the committee of Con- 
gress say that, ‘‘of the two million eight 
hundred thousand dollars which were to have 
been paid at the third instalment, it is believed 
that a very trifling amount was paid in coin, 
and as little of the funded debt, but that nearly 
the whole was paid by the proceeds of notes 
discounted on stock.’’t 

To be brief, the capital of the United 
States Bank, when all paid in, consisted of 
about éwo millions in specie, instead of seven 
millions, and of about twenty-one millions in 
funded debt, instead of twenty-eight millions, 
and of about twelve millions in the stock 
notes of the original stockholders. Mr. Mason 
had predicted that the stock would be com- 
pleted in this way, and it being the way in 
which bank stock is usually completed, the 
result ought to occasion no surprise. 

The manner in which the discounts on 
pledges of stock of the bank were conducted, 
was very beneficial to some of the original 
shareholders. ‘*'The directors did not con- 
fine themselves to the amount prescribed in 
the resolution of December 27th, that is, to 
the proportion of the coined part of the sec- 


t Report to Congress, January, 1819. 
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ond instalment, but discounted to the full par 
value of the stock whith was paid for by the 
proceeds of the same discounts: and the dis- 
counts, the payment of the second instalment, 
the payment of the price to the owner, the 
transfer, and the pledge of the stock, were, 
as itis termed, simultaneous operations. All 
the discounts on stock after the 20th of Feb- 
ruary, 1817, were made at the par value of 
the shares, which enabled the discounter not 


_ only,to pay the whole of the instalments, in- 


eluding the specie part, and the funded debt 
part, but also to draw out of the bank the 
amount which might have been paid in on 
his shares. Pie wah an oh The 
effect of these discounts was, very obviously, 
to enable those who had made large purchases, 
to retain their stock without paying for it, and 
to derive a benefit from its probable advance- 
mentin price. Had the bank rigidly required 
the payment of the instalments, the large 
stockholders must have sold that portion of 
their shares which their real means did not 
enable them to hold. Or, if the bank had 
not exacted the instalments, and had not af- 
forded the means of substituting credit for 
payment, the stock would not have advanced 
materially in price, and the large holders of 
it would have had no inducement to retain 


it. In either event, a more equal diffusion » 


of shares would have been the consequence, 
and it would have reached the hands of solid 
capitalists, who would have held only what 


they could pay for.’’* 


In Augusta resolution was adopted to grant 
discounts on bank stock, at the rate of one 
hundred and twenty-five for one hundred 
paid, with an endorser for the excess. ‘‘And 
in order to insure the greatest amount of such 
loans, and at the same time afford facilities to 
the prompt purchase and sale of stock,”’ the 
president and cashier were authorized ‘* to 
discount all stock notes that should be offered 


between discount days, to a certain amount. | 


Stock-jobbing to an immense extent, and 
wagers on the price of shares, were the inevi- 
table consequences of this system. It gave 
equal facilities to the bankrupt, who had not 
credit enough to obtain an endorser, and to 
the capitalist. Stock could be, and was, 
purchased without the advance of a cent by 
the purchaser, who had only to apply to the 
directors, or to the president and cashier be- 
tween discount days, for a loan on the shares 
about to be bought, and, by what is termed a 
simultaneous operation, he obtained the dis- 
count, and with it paid for his stock. A rise 


* Report to Congress, January , 1819. 
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in the market would enable him to sell his 
shares, pocket the difference, and commenc 
operations anew. ‘The loans actually made 
were most of them unreasonable, and exces- 
sive in their amount: they were not made to 
the merchant and trader, but to a few persons 
consisting of directors, brokers, and specula- 
tors: and have been renewed and continued 
almost invariably at the option of the bor- 
rower. 

‘‘One of the arts obviously intended to 
give the bank stock a high price in the Euro- 
pean market, was the establishment of an 
agency there to pay the dividends. On the 
28th of November, 1816, a resolution was 
passed by the casting vote of the president, 
and against the report of a committee who 
had been appointed to consider the subject, 
authorizing John Sergeant, Esq., to make 
arrangements in Europe, for the payment of 
the bank dividends at the par of exchange, 
and at the risk and expense of the bank.— 
When the committee find among the eleven 
who voted in the affirmative, the names of 
some directors who have been constantly and 
largely engaged in the purchase and sale of 
stock ; and that of the ten who voted in the 
negative, not one has been ascertained to have 
dealt in those transactions, they are almost 
irresistibly impelled to the conclusion, that 


the measure was adopted more with a view. 


to enhance the price of shares, than for the 
permanent benefit of the institution. 

‘¢ The root and source of all these instances 
of misconduct, was the illegal and reprehen- 
sible division of the stock. By the first fun- 
damental article of the charter, no person, 
copartnership, or body politic, shall be enti- 
tled to more than thirty votes: and yet, in 
violation of this provision, it was a common, 
and general practice, well known to the judges 
of the election and to the directors, to divide 
shares into small parcels, varying from one 
to twenty shares to a name, held in the 
names of persons who had no interest in 
them, and to vote upon the shares thus held, 
as the attorneys of the pretended proprietors. 
By some of the witnesses it is avowed that 
their object was to influence the election.— 
Mr. Leiper, one of the judges of the first 
election, states that he aid so himself. ‘The 
effect was, that Baltimore, which had about 
one-seyenth of the shares owned by individ- 
uals, gave more than one-fourth of all the 
votes that could be given. In that place there 
were 1172 shares taken in 1172 names, by 
George Williams, as attorney, the whole of 
which, it appears from his examination, he 
owned. At Philadelphia, nearly one-third 
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of the shares was owned, and the votes given 
at that place were about two-ninths of the 
whole authorized. ‘The same persons who 
thus held the power of appointing directors, 
are found to have the greatest loans on 
stock.’”* 

It is time now to turn our attention to other 
operations of the bank. 

In January, a convention of delegates from 
the banks of New-York, Philadelphia, Balti- 
more, Richmond, and Norfolk, met in Phila- 
delphia, and resolved to resume specie pay- 
ments on the 20th of February, on certain 
conditions, one of which was, that the pay- 
ment of the balances which might accumu- 
late against these banks, should not be de- 
manded by the bank of the United States, 
until the said bank and branches should have 
discounted for individuals (other than those 
having duties to pay) 2,000,000 in New- 
York, 2,000,000 in Philadelphia, 1,500,000 
in Baltimore, and 500,000 in Virginia. 

The Bank of the United States acceded to 
this arrangement, and thus engaged to extend 
its credit dealings as the other banks con- 
tracted theirs. 

A favorite object was, * the equalization 
of exchange between different parts of the 
Union.” ‘This was unfortunately sdught to 
be effected, not by compelling the locgl banks ° 


* to redeem their extra issues, and thus bring 


the currency in every part of the copntry to 
a level with specie; but by issuing notes 
payable at all the offices, and by a system of 
drawing and redrawing carried on by the 
mother bank and its branches. The direc- 
tors of the branches at the oN and west, 
especially those at Baltimore, had their own 
speculations to promote, and issued their notes 
and drafts in so great quantity, as to cause no 
little embarrassment to the bank at Philadel- 
phia, and the branches at the north. 

The Secretary of the Treasury increased 
the inducements of the bank to multiply its , 
discounts, by redeeming, with a portion of the 
public deposits, eleven millions of the funded 
debt, which formed part of the capital stock 
of the bank. 

The effect of these various operations was, 
that the discounts of the bank, which were 
less than three millions on the 27th of Feb- 
ruary, were increased to twenty millions by 
the 30th of April; to twenty-five millions by 
the 29th of July; and to thirty-three millions 


* The effect of these different proceedings was, that on the 
last of December, 1816, Bank of the United States stock was 
at 41 7-8 for 30 paid;in April, at 81 for 65 paid; in May, at 
98, on the 20th of August at 144 for 100 paid; on the 30th of 
August, at 1564, at which price it remained for some days, 
coe — began to decline. Report to Congress, January 

6th, ; 


by the 31st of October. At the close of the 
year, the amount of unsound credit dealings 
was, taking the country throughout, greater 
than it was at the beginning: for the ** con- 
traction’”’ made by all the local banks, did not 
equal the ** expansion’ made by the United 
States Bank. 

A committee of the Senate of Pennsyl- 
vania,t describe it as only a nominal resump- 
tion of specie payments that was effected in 
this year. ‘* Had the United States Bank,” 
they say, *‘ been conducted with the disere- 
tion and wisdom which were essential to so 
powerful a machine, its influence might have 
been productive of the most happy eonse- 
quences. ‘The public was aware that the 


eurrency of the State banks was still depre- 


ciated from excess, and that nothing but a 
further reduction of their issues could remove 
its unsoundness: and yet, with this fact evi- 
dent to the most limited capacity, the direc- 
tors of the new bank fancied, that if they 
could only persuade the city banks to call that 
a sound currency which was in reality an un- 
sound one, the evil of depreciation would be 
cured; and they accordingly proposed to them 
to enter into an arrangement to resume specie 
payment on the 21st of February following. 
The city banks, sensible that their power 
over the community was so great that few 
individuals would have the boldness to make 
large demands on them for coin, and relying 
upon the forbearance that had hitherto been 
extended to them by an injured public, who 
had been for two years and a half paying 
them six per cent. per annum for their dis- 
honored bills, consented to the arrangement, 
and specie payments were nominally resumed 
on the appointed day. We say nominally, 
because in point of fact, a bona fide resump- 
tion did not take place, as is evident from 
the well-known circumstance, that fora long 
time after that period, American as well as 
foreign coins would command on the spot a 
price in city bank notes above their nominal 
value. Depreciation can as well result from 
the forbearance of the public to demand their 
rights, as from the refusal of the banks to pay 
their engagements ; and the arrangement al- 
luded to, was not any real resumption of cash 
payments, but a mere change of one species 
of inconvertibility for another. No sooner, 
however, had the directors of the National 
Bank succeeded in the desirable object of 
rendering depreciated paper an equivalent for 
their own convertible notes, than instead of 
reflecting, from an experience of the past, 


t Report on the Public Distress, January 29th, 1820. 
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OF PAPER MONEY AND BANKING. 


that the channels of circulation could contain 
only, without depreciation, but a limited 
amount of paper credits, and that that amount 
was already in these channels, they began to 
add to the mass already redundant, by emis- 
sions of their own notes: and in the course 
of a few months, added to the mass of bank 
loans an amount greatly-beyond the reduc- 
tions which had beenmade. By these means 
the currency, although nominally convertible, 
was depreciated below its former low state, 


_ and was thrown back instead of being ad- 


vanced on the road to restoration: and thus 
was rendered nugatory, all the pain and em- 
barrassment which the public had suffered 
from the former curtailments of the State 
banks.” 

In the Southern and Western States, the 
operations of the United States Bank caused 
the local banks to extend their issues. The 
Bank, say the committee of Congress, “ im- 
providently afforded a temptation to the West- 
ern banks particularly, to extend their circu- 
lation of notes, by insisting on its branches 
paying out their own notes in preference to 
those of the State banks, and on their deliv- 
ering drafts on the eastern eities, whenever 


it could be done, to prevent. the remittance | 


of their own notes. . The branch notes and 
the drafts issued in: conséquence of these in- 
structions, were swept away by the facility 
of remittance thus unwarily given, as well as 
by the ordinary balance of trade. A vacuum 
in the circulation was thus produced, which 
could be supplied only by the local notes, 
which were readily received by the officers 
of the Bank of the United States, and were 
retained by them as a fund upon which inter- 
est was paid by the State banks. ‘The com- 
mittee are of opinion, that instead of conduct- 
ing with the alleged rigor towards the State 
banks, the Bank of the United States is liable 
to the more serious charge of having in- 
creased the amount of notes in circulation, 
by its acceptance of them in those places 
where it was known they would not be re- 
deemed in specie, and by making them, in 
the manner before mentioned, the only circu- 
lating medium in that part of the country. 
So long as the notes of each office were pay- 
able at all the others, and the office issuing 
was not exclusively liable for their redemp- 
tion, the discounts at those places against 
which there was a balance of trade, became 
larger in proportion to their indemnity against 
demands. As the notes of the offices were 
rapidly carried off, the payment of those dis- 
counts was nécessarily made in the notes of 
the local institutions. And thus it was one 
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of the inevitable effects of the old system, to 
increase the debts of the State banks to the 
offices of the United States Bank at those 
places.” 





CHAPTER XI. 
Of Banking from 1817-18 to 1818-19. 


In the first part of the next year, the Bank 
of the United States conducted operations on 
the same principles that had governed it in 
1817. In January and February, 1818, the 
amount of its discounts and exchange deal- 
ings was swelled to forty-two millions, and 
in March and April to upwards of forty-three 
millions. 

During all this time the bank had not suc- 
ceeded in getting notes to the amount of ten 
million dollars in circulation, but this appears 
to have been owing not to any disinclination 
of the directors to issue paper in abundance, 
but to a physical inability on the part of the 
president and cashier to sign as many notes 
as were wanted. ‘To get over this difficulty, 
application was made to Congress to grant 
authority to the presidents and cashiers of the 
branches to sign notes. One of the objects 
in establishing the United States Bank, was to 
substitute a uniform paper currency for that va~ 
riety of notes which made it difficult for ma- 
ny persons to distinguish between the genu- 
ine and the counterfeit. An objection was 
therefore made to granting the officers of the 
branches power to sign notes, as the variety 
of signatures would increase one of the evils 
the bank was intended to remedy: but a bill — 
was passed by the Senate to authorize the 
appointment of a vice president and assistant 
cashier, whose special duty it should be to sign 
all its notes for the mother bank and branches. 
When the bill came before the House, on the 
18th of April, much praise was bestowed on 
the bank for the excellent manner in which it 
had been conducted, and the propriety of 
taking measures to enable it to circulate more 
paper was warmly urged. Mr. Smith, of 
Maryland, said, ‘‘one great object of the 
bank was to afford an adequate circulating 
medium, that would be uniform throughout 
the Union. To effect this, it is necessary to 
have a sufficient number of notes signed to 
enable the bank to put twenty millions of dol- 
lars in circulation. ‘The president and cash- 
ier eannot, (having their other business to 
attend to,) sign more than 1500 notes each 
day. At that rate it would require more than. 
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four years to sign the number and kind ne- 
cessary for cireulation.”” The bill was nega- 
tived by the House, chiefly from a fear, as 
would appear from the debates, that it ald 
give the United States Bank too much power 
over the local banks. 

In its charter, in the preference given to 
its notes by the government, and in its being 
made the depository of the public revenue, 
the United States Bank had great power. It 
was thus enabled to make discounts in 
little more than a year to an amount ex- 
ceeding forty-three millions, including eleven 
or twelve millions on pledges of stock, though 
the specie part of its capital was hardly two 
millions. 

To sustain its operations, the bank ex- 
changed part of its funded debt for specie in 
Europe, and purchased a large amount of 
coin in the West Indies and other places.— 
Between July, 1817, and July, 1818, up- 
wards of seven millions of specie were im- 
ported by the bank, at a cost of five hundred 
thousand dollars. But the original cause of 
the specie’s leaving the country, viz: the ex- 
cess of paper issues, still continuing to ope- 
rate, the money was exported by individuals 
faster than it was imported by the bank. “TI 
myself have seen,”’ says A Friendly Moni- 
tor, ‘‘A detailed statement of five millions of 
dollars, exported in twelve months from the 
ports of Boston and Salem alone, and from 
this.data the aggregate amount exported in 
twelve months from the United States, could 
not have been, during the same period, short 
of twelve millions of dollars.” This esti- 
mate is probably below the real amount, and 
the result would have been the same, if the 
bank had imperted seventy millions instead 
of seven millions. If we had mines as rich 
as those of Potosi, and paper should be is- 
sued in excess, we should not be able to re- 
tain in the country even that small amount of 
silver which is necessary to keep bank notes 
convertible. 

Notwithstanding the importation of specie 
made by the bank, the amount at any time 
in its vaults did not rise to three millions— 
an amount which, divided among the mo- 
ther bank and eighteen branches, was quite 
insufficient to sustain its operations. 

In July the board of directors found it ab- 
solutely necessary to change their policy.— 
A sudden reduction of discounts to the amount 
of two millions at the bank in Philadelphia, 
two millions at Baltimore, seven hundred 
thousand at Richmond, and five hundred 
thousand in Norfolk, was then ordered ¥ be 

made before the Ist of November, and it was 


resolved to require the payment of the bal- 
ances due by the banks of Cincinnati and 
of the District of Columbia. 

By the 30th of October, the reduetion of 
discounts at Philadelphia had ex the 
prescribed amount in the sum of five hundred 
thousand dollars. In Baltimore, Richmond, 
and Norfolk, the deficiency was one million 
seventy-seven thousand five hundred. ‘The 
total reduction in the four cities was nearly 
four million five hundred thousand; yet an 
additional reduetion to the amount of one 
million was deemed necessary in Philadel- 
phia; and a committee of investigation was 
constrained to urge a steady perseverance in 
the curtailments of the discounts of the bank 
and its offices, wherever it might be prac- 
tical and useful. One of the reasons for 
this course of procedure was, “ the premium 
paid at this time for specie, which is said 
to be ten per cent. on Spanish dollars, and 
a considerable though less premium for other 
coins.”’ 

‘* When, in July last,” says the commit- 
tee of Congress, “ the Board directed a cur- 
tailment of discounts, it fell in almost all 
cases on the business paper, while the im- 
mense amounts loaned on stock pledges 
were but little affected, excepting at the of- 
fices at Richmond and Washington, where 
the curtailments appear to have fallen equally 
on all the notes. But the discounts at these 
places on stock were very small, particularly 
when compared with Baltimore, where the 
loans were such, and so long continued, as 
to receive the animadversions of the parent 
Board. ” . 

A reduction of discounis to the amount 
of four million five hundred thousand dollars 
in four cities, in the short space of three 
months and ten days, had a very disastrous 
effect on the merchants, and through them 
on the rest of the community. ‘Their suf- 
ferings were increased by the order not to 
receive on deposit at Philadelphia any notes 
except those of the mother bank, or at any 
one of the branches, any notes except those 
of that one branch. Heretofore the mother 
bank and its branches had paid and received 
indiscriminately, all their notes, without re- 
gard to the place of issue. By the new ar- 
rangement, paper which was received from 
the bank on one day was on the next no 
longer available in paying debts to the 
bank. In other words, the merchants were 
called on to pay four or five millions, and 
were not allowed the privilege of paying 
debts due to the bank itself in the paper of 
the bank. 
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ORIGIN OF PAPER MONEY. 


It is a fact well worthy of notice, that in all 
countries into which paper money has been intro- 
duced, it has owed its origin, not to the demands 
of commerce, but to the necessities of the State. 
The reason for this is, that commerce creates its 
own medium. In commerce, conducted on legiti- 
mate principles, mere promises to pay are never 
substituted for actual payment. The merchant 
may buy much on trust, but when the day arrives 
on which he has promised to pay, he will, if sol- 
vent and honest, fulfil his engagements. 

The necessities of the State, in very ancient 
times, introduced paper money into China, into 
Tartary, into India, and into Persia. And in mo- 
dern, or comparatively modern times, the necessi- 
ties of the State have introduced paper money in- 
to Italy, Spain, Portugal, France, Germany, Rus- 
sia, Sweden, Denmark, Great Britain, the United 
States, Brazil, and Buenos Ayres. 

There are some who suppose, or seem to sup- 
pose, that without paper money there would be 
little or no commerce. We would call their at- 
tention to the fact, that in no one country did the 
necessities of commerce give rise to the use of 
paper money. The fact is of importance. 

The Bank of England was established on condi- 
tion of lending all its capital to Government. The 
first issue of paper money in this country was 
made by Massachusetts in 1690, not to serve the 
purposes of commerce, but to satisfy the demands 
of some clamorous soldiers. The next was made 
by South Carolina in 1712, todefray the expenses 
of an expedition against the Tuscaroras. The 
first of our regularly constituted paper money 
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banks was the Bank of North America. Private 
scheming was undoubtedly at the bottom of this, 
but the schemers owed their success entirely to 
the hopes they held out of relieving by their new | 
‘nstitution the pecuniary wants of Government. 
The like is true of the first Bank of the United 
States. : 

Banks have, indeed, been established in differ- 
ent countries, solely to aid the operations of com- 
merce. Of this kind were the banks of Ham- 
burg and Amsterdam. But they were hard mo- 
ney banks. 





PAPER MONEY REFORM. 


In no country into which paper money has been 
introduced, has the system been reformed. In 
all, the enormity has gone on increasing, till it 
has exploded. It was thus with the paper money 
of China, thus with that issued b w in France, 
thus with the assignats, thus with our provincial 
paper money, thus with our continental money. 
And thus, we suppose, it must be with the present 
paper money systems of Great Britain and the 
United States. 


In Austria, France, Portugal, Sweden, Den- 
mark, and perhaps in other countries, as well as 
Great Britain and the United States, instances 
have occurred of banks’ suspending specie pay- 
ments and afterwards resuming them. But this 
is, at best, but a partial reform. Banks in which 
the copartners are exempted from personal re- 
sponsibility, are chartered monopolies of the most 
odious description. And whether such banks 
pay, or refuse to pay, specie on demand, their pa- 
per never can adequately perform the chief func- 
tion of money. It may be very convenient as a 
commercial medium ; but as a measure of value 
it is one of the most deceptive that can possibly be 
imagined. 


BANKING HISTORY. 


Mr. Randolph opposed the establishment of the 
United States Bank on the ground that “it would 
prove a crutch, and, as far as he understood it, a 
broken one. It would tend instead of remedying 
the evil to aggravate it.” Mr. Jeremiah Mason 
thought “the remedy proposed was something 
like Sangrado’s practice; more bank paper of the 
same sort—more hot water for the same evil,” 
Mr. Wells thought “the scheme of policy about 
as wise, in point of precaution, as the contrivance 
of one of Rabelais’ heroes, who hid himself in the | 
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water for fear of the rain. The disease under 
which the people labor, is the banking fever of 
the States; and this is to be cured by giving 
them the banking fever of the United States.” 

That these gentlemen were correct in ict- 
ing that the establishment of the United States 
Banke would only increase the evils it was intend- 
ed to cure, abundant evidence will be found in 
the history of the early operations of the Bank, 
and of the effects thereby produced, as recorded 
in the latter part of this number, 297—304. 
The immediate operations are related by Mr. 
Cheves, the predecessor of Mr. Biddle, in the 
Presidency of the Bank. The effects they pro- 
duced, by other ene who were eye wit- 
nesses of these effects. 

Much praise has been bestowed on Mr. Cheves 
for his eee of the Bank: and great praise 
is undoubtedly due to him for not using his power 
to promote any speculations of himself or his 
friends. He looked solely to the interests of the 
Bank. Yet, such is the nature of the system, that 
it is a question whether it did not, while under 
the control of Mr. Cheves, do quite as much harm 
as when under the control of Mr. Biddle. Mr. 
Cheves, by his course of policy, saved the Bank, 
but therely ruined the people. We know not 
where, than in the effects of his administration, 
stronger evidence is to be found of the truth of 
the declaration of Lord Liverpool, that paper mo- 
ney bankssustain specie payments through means 
which cause “ the downfall of thousands and hun- 
dreds of thousands, and the convulsion of all kinds 
of property. It is true that the evil carries its 
own cure; but, with such terrible consequences, 
that the cure is worse than the evil.” 


THE STANDARD OF VALUE. 


Lord Stanhope laid it down as a principle, 
‘that a pound sterling being the abstract value 
by which the computed value of any object of 
consumption is measured, that value ought to be 
independent of the computed value of the varia- 
ble quantities of gold and silver, the representative 
signs of which may be found in circulation.” 

Abeard as it may seem to make an abstract 
idea the standard of value, we are inclined to 
think that the absurdity is less in the opinion ex- 
pressed, than in the thing itself, and that such is, 
really the standard in all paper money countries, 
whether the banks pay specie, or do not pay 
specie. In other words, we incline to the opin- 
ion that in all such countries, the standard of 
value is that idealty, that intangible something, 
that mental abstraction, the bank dollar, or the 
bank pound, of which the bank note is the sensi- 
ble representative, and that gold and silver coins 
are, in such countries, mere merchandize, or at 
best but a subsidiary currency. As any man 
can conceive of a money of account, and a money 
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of circulation, bearing the same name, and yet 
distinct from one another, what hinders his for 
ing an equally distinct conception of a 
of value wholly idead, and yet bearing th 
name as a tangible, ponderable,:¢ 
coin. : a | 
Value is, according to some approved 
in its ultimate analysis, “a judgment 
mind.” {[t would carry us too far into the , 
of metaphysics, to show how they make this out- 
If they are correct in their views, why should we 
not have an ideal as well as a sensible standard 
of value? ee 
The standard of value is, in point of fact 
which determines prices. This, in all paper mo- 
ney countries, is, so far at Jeast as respeets whole 
sale transactions, bank medium: for it is’ in that 
that payments are effected. This bank t : 
has a certain relationship to gold and silver; 
it does not thence follow that gold and silver, and 
not bank medium, is the standard of value. — = 
Perhaps the question will be propounded, “if 
bank medium is the practical standard of value, 
how comes it that gold and silver coins, of the 
same denominations as the bank medium, never 
vary in price, so long as the banks pay specie 77 
We shall answer this question by asking another- 
How comes it, that since the time of commencing: 
this Journal, there have been, according to the 
New York and Philadelphia Prices Current, no 
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variations in the prices of certain kinds of iron? k 


Nay, how comes it that we have had but c 1 
and that but lately, to alter the quotations of a 


species of tobacco! 


WG 
If with such a currency as that of ome 


always varying in amount, and with domestic an 
foreign exchanges continually fluctuating, the — 
prices of iron, and, above all, of tobacco, ca re- 


main unchanged for months in succession, ere 
is no difficulty in conceiving why sovereigns may 
bear one price for years together, and yet bank 
medium, and not gold, be the practical standard” 


of value in Great Britain. 


Metallic money may circulate to a certain ex-" 
tent, and yet not be the standard of value. Its 
value as currency may exactly correspond with 
that of the like denominations of paper money, 
or fractional divisions of the same, and yet the 
metal composing this money may bear either a 
higher or lower price in the bullion market. The 
copper in each of our cents is worth less than the 
one-hundreth part of a dollar; yet these cents are 
made to circulate as worth exactly one-hundreth 
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part ofa dollar, by the care of the officers of the 
Mint to issue no more than are absolutely neces- 
sary to supply the demand for this kind of circu- 
lating medium. The silver in an English shilling 
is not worth the twentieth part of a pound sterl- 
ing: yet it circulates at this rate, because no 
more shillings are issued than are required for 
small change. 

In Philadelphia, at the present moment, exact- 
ly the opposite state of things prevail. Our petty 
currency consists of silver coin, which for months 
past has borne a premium in the brokers’ shops. 
Yet so long as the premium did not rise above five 
or six per cent., it was given freely in ’change 
of “Relief notes,” which were our practical 
standard in retail trade. 

These facts show that metallic money may cir- 
culate to a certain extent, though the metal com- 
posing it may be of greater or less value as cur- 

rency than as bullion. But in such cases metal- 
lic money is not the standard of value, but merely 
a subsidiary currency. And such, we conceive, 
at the present moment, are dollars and half dol- 
lars in New York and New England; and golden 
sovereigns in Great Britain. The practical stand- 
ard of value in New England is that impalpable 
thing, the bank dollar, and in Old Englapd, that 
intangible something, the bank pound, 

“The paper of the Bank of England,” says Dr. 
Bollman, “ preserves a value, as steady perhaps as 
any attainable, whilst the precious metals, like 


other commodities, fluctilate round this standard.” 


The Doctor said this in 1816, after the Bank 
of England had been in a state of suspension for 
eighteen or nineteen years, and four or five years 
before it resumed specie payments. Other writers 
of that day went so far as to assert that, ‘of all 


commodities, gold and silver fluctuated most in . 


value.” | 

There is more of truth in some of the views of 
the Anti-Bullionist’, than some of their opponents 
have been willing to admit. Their system as a 
whole is an absurdity; but the absurdity con- 
sists, not in declaring that bank notes are, in 
paper money countries, the practical standard 
of value, but in maintaining that they ought to be. 

It isa fact that, when the banks suspend specie 
payments, few things fluctuate so much in their 
paper money price, as gold and silver. And it is 
a fact that, so long as the banks pay specie, gold 
and silver remain steadily of one price, as esti- 
mated in paper money. But in neither case, as 
we conceive, are gold and silver what they ought 
to be, namely, the standard of value. They are 
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made to be mere commodities; or, at best, a sub- 
sidiary currency. ; 

Few doctrines are more pernicious than that 
which teaches that, so long as the banks pay 
specie, we have sound standards of value, and 
sound measures of value. The banks do then, 
indeed, keep two commodities, gold and silver, at 
fixed rates, as compared with paper, but they cause 
all others to fluctuate to a most ruinous extent. 
We doubt if the fluctuations in the prices of com- 
modities generally, are not quite as great when 
the banks pay specie, as when they suspend. If 
the tables we have published of the prices of 
commodities at New York and Philadelphia be 
examined, it will be found that fluctuations in 
the one city have been quite as great as those in 
the other. 

Our currency, in the best of times, cannot be 
said to be even founded on specie, though, insuch 
times, it is possible to get specie for it freely, toa 
certain extent. It is founded on cotton, or rather 
on the whole amount of our exportable commodi- 
ties, added to the whole amount of our credit in 
foreign countries, Just in proportion as the sum 
for which the total of our exports sells abroad, in- 
creases in amount, and just in proportion as we 
can, in addition thereto, run in debt abroad by 
sales of stocks, and by other contrivances, are our 
banks able to expand. For, then there is little or 
no demand for specie to pay foreign balances. 
Just in proportion, on the contrary, as the sum for 
which the total of our exports sells abroad, di- 
minishes, and just in proportion as our credit 
abroad declines, are our banks compelled to con- 
tract. For, then there is a great demand for 
specie to pay foreign balances. 

The currency of England rests on precisely 
similar principles; and as our principal sales are 
made there, and our principal creditsare obtained 
there, every shock she feels, is felt in return by 
us. 

Such is the wretched standard of value we 
have obtained by substituting bank medium for 
gold and silver money. It is a standard which is 
never the same for two years in succession, for in 
no two years together do our exports and imports 
bear the same relationships to one another, or does 
our credit in foreign countries remain unaltered. 
Instead of our money regulating our commerce 
and our credit, our commerce and our credit 
regulate our money. We exactly reverse the na- 
tural order of things. Our standard of value is 
bank credit, a something which we do not say is 
entirely without value, but which is of a very un 
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certain, and very fluctuating value. Asa branch 
of commercial credit, it is affected by every po- 
litical event that occurs, Nay, by every wind 
that blows. A woollen thread, or apiece of India 
Rubber, would be quite as good a standard of 


length. 


EXTRACTS FROM THE PRIVATE DIARY 
OF A CERTAIN BANK DIRECTOR. 


No, X. 


Tuesday. Had a conversation to-day with Mc- 
Tawackem in relation to banking, viewed as a 
subject of mora/ concernment. 

“As a moral and religious man,” said Mac, “I 
have never said that the present system of bank- 
ing was exactly right. Whatever support I have 
given to it, whether active or silent, has been 

ounded on the supposition that it is the best the 
ee circumstances of society will permit us to 

ve. As our brother from the country told us a 
Sunday or two ago, * The fire of avarice is, in no 
allegorical sense, the fire of hell.” | This fire burns 
in every unregenerate human breast. What so 
convenient, then, as to have chimneys to carry 
off the smoke it produces ; and what contrivances 
can be more convenient for this purpose than our 
present banking institutions? 

“Do men suppose that by putting an end to 
paper money banks, they wil] put an end to that cu- 

idity in which paper money banking has its origin? 
Nay. [tell them it will break out afresh in some 
new place, and perhaps with redoubled violence. 
The evil is in man, and it will manifest itself. In 
barbarous countries, it naturally takes the form of 
JSorce; in civilized countries, it as naturally takes 
the form of fraud. The Arab robs; the Ameri- 
can cheats:—I beg pardon, financiers.* It has 
been said that our fenking system is the greatest 
system of fraud ever known. Well, let it be so. 
hat does this prove but that we are the most 
highly civilized people on the face of the globe? 
A perfect system of fraud is the natural concomi- 
tant of a very high stage of civilization.” 
McTuwackem isa (truly philosophical divine. 





I could listen to him with pleasure from Monday | 


morning till Saturday night. 

Thursday. I have been endeavoring for some 
time to contrive something for the benefit of my 
country; and at length I have hit upon a plan 
which must, I think, be eminently successful. 

We have, as has justly been observed, all the 
elements of wealth in the United States. We 
have plenty of and, millions of acres indeed 
more than we can cultivate :—plenty of pork; in 
Illinois it is selling at one cent a pound :—plenty 
of great men; some of them, I believe, would be 
very glad to throw the others overboard. All we 
want is plenty of eer and this is what my plan 
is intended to supply. 

[have taken ag tak from the New York “ Free 
Banking” system. The capital of banks founded 
on that system, consists of mortgages on land, and 


* Dr. McTuwackem ought rather to have said—The Ameri- 
can cheats, or is cheated; —financiers, or is the victim ef finan 
ciering. 
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State stocks—such, for example, as stocks lal 

diana and Illinois. The is very hi ' object 
s; but it does not go far enou y 

Karte out the principle, onl convert | the 

capital of the country into credit, and alZ the 

credit into currency. 2g ae 

If real estate can be conte pons | 
why not also personal estate. e , in es 
cases, would be more convenient than the former, 
as it might be more readily used in meeting @ Tae 
on a bank. i 

My plan, if carried out, will just treble the riches 
of the country. First, by enabling every ae 
create bank stock, exactly equal to the of bis 
whole estate, real, personal, and mixed. See 
ondly, by enabling him to issue currency equal 
amount to his bank stock, or to the estate, rea! 
personal, and mixed, on which bis bank stock 
should be founded. m 

My plan is a truly Democratic one ; for it pro- 

to convert every man in the country into @ 
nker, and let him have a share in the profits of 
the paper money business. If a man’s whole 
capital consists of only one old coat and one old 
pair of breeches, I would have him found 
stock thereon, and issue currency to an 
amount with his stock. The New York plan was 
very Aristocratic, inasmuch as it confined “ Free 
Banking” to holders of real estate and mortgages, 
and owners of State stocks, ; 

Will it be objected that the notes issued on my 
plan, would not rest on a good foundation? f 
reply that they would rest on ae much better 
foundation than many of the bank notes now im 
circulation, Nota few of the notes which now 
circulate most widely, represent nothing but stock 
notes and accommodation notes in the port folios 
of the banks, and these stock notes and accommo- 
dation notes never did represent any thing but the 
cunning of one portion 6f the community, and the 
credulity of another. Notes issued on my 
would, in all cases, represent real wealth, not im- 
deed gold and silver, but the equivalents of gold 
and silver. They would represent houses, lands, 
provisions, clothing, furniture—the very things, 
in fine, which men desire as ends; and to ot 
session of which they hanker after gold 
as means. 

On this plan, we should have both a sound cur- 
rency and a sufficient currency. We should have 
ah whole nation now so ane — 
namely, “plenty of money.” At least, if this plan 
will not supply ~ with lenis of money,” | know 
no other that will. 

Sunday. Great was my mortification to-day, 
after I was seated in my pew, when [ looked up, 
and beheld the same old drawler in the pulpit that 
had preached, or tried to preach, the Sabbath be- 
fore the last. Had it not been that [ had invited 
several members of our Board to accompany me to 
meeting, I would have immediately left the house. 
As an office-bearer in the church, [ am obliged to 
walk very circumspectly, for fear of offending the 
weaker brethren. But such a sermon! 

The text was Genesis, chap. xxiii, v. 16.—And 
Abraham hearkened unto Ephron; and Abraham 
weighed to Ephron the silver, which he had 
named in the audience of the sons of Heth, Jour 
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hundred shekels of silver, current money with the 
merchant. . 

From this the miserable old proser took advan- 
tage to descant in favor of hard money, and against 
paper. 

** He knew,” he said, “that he might be re- 
garded as behind the times. If he was, he gloried 
therein. The money of the patriarchs, the pro- 
phets, and the apostles, was good enough for him. 

‘* Perhaps there would be more truth in alleg- 
ing that he was in advance of the present times. 
Paper money, if not the latest, was one of the 
worst inventions of Saran. If truth and right- 
eousness ever prevailed on earth, (and he trusted 
that day would yet come) false money would be 
as much abhorred by men, as other false mea- 
sures and false weights. 

‘« It was a great mistake,” he said, “ to suppose 
that there was not enough of gold and silver in the 
world toserve the purposes of money. According 
to the most able writers,the whole quantity of the 
precious metals in Europe and America, is not less 
than four or five thousand millions, and in the four 
quarters of the globe not less than ten thousand 
millions. Gold and silver exist in this abundance, 
and to what better use could they be applied (sup- 
posing the whole amount to be required for this 
purpose,) than to forming sound standards and 
sound measures of value? What can compensate 
for the want of honest money? 

“Tt is not difficult,” he continued, “to point out 
a reason why gold and silver had not been made 
more abundant than they are. If they had been 
made as plentiful as copper or as tion, they would in 
a great bulk have comprised so small a value, as not 
to have answered the purposes of money. It was 
necessary that they should be limited in quantity, in 
order to serve some of the uses for which they were 
intended. And it was just as evident that gold 
and silver were intended to be the material of our 
money, as that wool and flax were intended to 
be materials forour clothing. There were no 
other objects in nature that could possibly, in na- 
tions having an extensive commerce, adequately 
perform the functions of standards of value, and 
measures of value—that could truly serve the pur- 
poses of money. And no nation had ever at- 
tempted to supplant gold and silver money, by the 
introduction of some ‘cheaper medium,’ without 
sooner or later suffering therefrom the most dele- 
terious consequences. 

« How true is the saying of the author of the 
book of Ecclesiastes ;—** God hath made man up- 
right; but they have sought out many inven- 
tions.” 

Of all church-going men, I am certainly the 
most unfortunate. It has not been my luck to 
listen to a truly orthodox discourse, more than 
twice or thrice in the last three months. 





FINANCES OF THE UNITED STATES. 


The Secretary of the Treasury has informed 
Congress that the demands on the T'reasury, will, 
in the months of March, April, and May, exceed 
the means of the Treasury, in the amount of three 
million dollars. ‘To meet the deficit, he proposes 
a fresh issue of Treasury notes. | 


A gentleman who has recently been at Wash- 
ington, has addressed us a note, in which he says, 
“Government will fail in its credit. It cannot 
borrow til] it has a revenue that will pay ordinary 
expenses, interest on the existing debt, and leave 
a surplus of two millions to discharge part of the 
principal. ‘Till it has such a revenue, it cannot 
borrow in Europe, nor here, at any rate, for six 
months to come, I fear that, to avoid the unpop- 
ularity of taxing, Treasury notes will be issued to 
such an excess, that they will depreciate greatly 
in value, or that fiscal notes willbe issued to serve 
as a currency, on the principle of the Assignats, 
or the old Continental Money. The country will 
submit to any plan for making money plenty.” 

We seem to be rapidly hastening back to the 
condition in which we were before the adoption of 
the Federal Constitution, and all owing to the vio- 
lation of some of the plainest provisions of that 
Constitution. 





ROBERT MORRIS, 


This gentleman was, as our readers know, the 
father of paper money banking in the United 
States. The following notice of him we extract 
from the Travels of the Marquis de Chastellux, 
a French officer, who was in this country during 
the latter part of the revolutionary war. 


“J hurried to make acquaintance with Mr. 
Morris. He is a very rich merchant, and conse- 
quently a man of every couutry, for commerce » 
bears every where the same character. Under 
monarchies it is free: it is an egotist in republics: 
a stranger, or, if you will, a citizen of the universe, 
it excludes alike the virtues and prejudices that 
stand in the way of its interests. It is scarcely to 
be credited, that amongst the disasters of America, 
Mr. Morris, the inhabitant of a town just emanci- 
pated from the hands of the English, should possess 
a fortune of eight millions, (i. e. of /ivres, equal to 
one million at a halfof dollars.) It is, however, in 
the most critical times that great fortunes are ac- 
quired. The fortunate return of several ships, the 
still more successful cruises of his privateers, have 
increased his riches beyond his expectations, if not 
beyond his wishes. He is, in fact, so accustomed 
to the success of his privateers, that when he is 
observed on a Sunday to be more serious than 
usual, the conclusion is, that no prize has arrived 
in the preceding week.” 


To this account, the translator adds the follow- 
ing, by way of note. . 

“Mr. Morris has certainly enriched himself 
greatly by the war; but the house of Willing & 
Morris did a great business, and was well known 
in all the considerable trading towns of Europe, 
previous to that period. Mr. Morris had various 
other ways of acquiring wealth besides privateer- 
ing; amongst others, by his own interest, and 
his connections with Mr. Holker, then Consul 
General of France. At Philadelphia, he fre- 
quently obtained exclusive permission to ship car- 
goes of flour, &c., in the time of general embar- 
goes, by which he gained immense profits. His 
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situation gave him many similar opportunities; of 
which his capital, his credit, and his abilities al- 
ways enabled him to take advantage. On the 
strength of his office as Financier General, he 
circulated his own notes of Robert Morris, as 
cash, throughout the continent, and even had the 
address to get some assemblies, that of Virginia, 
in particular, to pass acts tomake them current in 
payment of taxes. What purchases of tobacco, 
what profits of any kind, might not a man of Mr. 
Morris’s abilities make, with such powerful ad- 


vantages!” 





LEGAL DECISION. 


Some time ago a case was brought before the 
Court of Common Pleas, of Dauphin County, 
Pennsylvania, after a hearing of which, the Judge 
decided “that a payment in current bank notes 
discharged a debt, even though the bank had pre- 
viously failed, provided both parties were igno- 
rant of the fact.” 

The case was recently taken to the Supreme 
Court, and there the decision of the Court below, 
was unanimously confirmed by the Jud The 
Chief Justice remarked, that, by the conventional 
rules of business, a transfer of bank notes was re- 
gulated by different principles from a transfer of 
other promissory notes. ‘They are lent,” said 
he, “ by the banks as cash;” they are paid away as 
cash; and the language of Lord Mansfield was 
not too strong wheu he said, “ they are not goods, 
nor securities, nor documents for debts; but are 
treated as money, as cash, in the ordinary course 
and transaction of business, by the general con- 
sent of yaptods which gives themthe credit and 
curr of money to all intents and pu $. 
Theyre as saa aibaah as guineas tieinnibias 
are, or any other coin that is used in common 

nts as money or cash.” 

he Chief Justice admitted, in the fullest man- 
ner, the right of any man to decline receiving 
bank notes in payment for a debt, and to ask pay- 
ment incoin. “ But,” says he, “ where the party 
has accepted, without reserve, what the conven- 
tional laws of the country declare to be cash, his 
claims to any thing further is at end. The credi- 
tor agrees to take the risk of the banks’ solvency 
when he makes its notes his own, and accepts 
them as cash, without any qualification.” 

‘l'his decision of the Supreme Court of Penn- 
sylvania, is in exact accordance with the doctrines 
we have always proclaimed, namely, that bank 
notes are, to all practical intents and purposes, 

e money of the country. They are what deter- 
mine. prices. They are what discharge debts. 
They are, however, a false and deceptive money. 
They cannot adequately measure values, except 
when the commencement and the conclusion of 
enterprizes are brought very close together. 

If bank notes were, what some suppose them 
to be, mere commercial medium, mere substitutes 
for money, the use of them would not be objec- 
tionable. But they have this character only when 
they are for large amounts, and take the place 

which would otherwise be filled by bills of ex- 
change. When they are of such small amounts 
as to form a part of what is called “ the consump- 
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tive circulatiop,” they become money ; but money 
of such a character as deceives every man Who 
enters into contracts on time, or engages in enter— 
prises which it requires a long time to bring to 
completion. 

The intention of the framers of the Constitu— 
tion was that this should be a hard money coun= 
try. But this intention has been com frus- 
trated by the establishment of paper money 





POETRY. 


The following lines by Alexunder Pope, might 
serve as a model for a poem which might extend 
to some hundred verses. 


Blest paper credit, last and best supply, 

That lends corruption lighter wings to fly ; 

Gold, imp’d by thee, can compass est 

Can pocket States, can fggph or carry Kings. 

A single leaf shall waft @ army o’er, 

Or ship off Senates to a distant shore. of 
A leaf, like Sybil’s, scatter to and fro, te 
Our fates and fortunes as the winds shall blow; 
Pregnant with thousands flits the serap unseen, 
And silent sells a King, or buys a Queen. 





HOUSES TO LET. 


Any country gentleman who wishes to remove 
into a city, can be very conveniently accommo= 


dated just now in Philadelphia, provided only he 
can compass the means. First of all, we 
“for sale or to rent,” the edifice of the United 





States Bank. It is a very beautiful building” 
white marble, Doric order, a colonnade in 1 
and another in the rear. The ground on which 


commonly reported to have cost 250,000 dollars = 
but we believe it to have cost nearly double that 
sum. Next we have “for sale or to rent,” 
Pennsylvania Bank on Second street. This also 
is of white marble, with a colonnade in front and 
another in the rear, and has attached toita beauti- 
ful garden. This is of the Ionie order. 
there is the Girard Bank, on Third street. Tits 
front is of white marble, and it has a eolonnadeé in 
front. Order, Corinthian. -: 
Take your choice, gentlemen, Doric, Tonic, or 
Corinthian. It will be difficult to find in a 
other American city, three buildings equal to 
these in richness of material, and beautiful sim- 
plicity of style. | 





z 











RESUMPTION OF SPECIE PAYMENTS, 


This is the order of the day. In Pennsylvania 
we are, it is said, to have immediate resum 
—at least if Act of Assembly can bring it a 
In Maryland it is to take place in May. InNew 
Jersey in August. In Virginia it is to be made con- 
tingent on resumption in Pennsylvania and Mary- 
land. And in Louisiana it is to take place im 
ee _-— 

upposing the effort to succeed, the result will 
be merely a rebuilding of the oup system. We 
firmly believe it would be easier to establish a 
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new and comparatively sound system of banking, 
than to rebuild the old one. We believe it wou 
be better for the people, and better for the banks. 
But for so thorough going a proceeding, neither 
banks, nor people, nor legislative bodies, seem to 
be prepared, and this resumption movement, with 
its effects, is to form a new chapter, or rather a 
new book comprising many chapters, in the His- 
tory of Banking. 


PENNSYLVANIA. 


We are in bad condition in Pennsylvania. We 
have, it is true, an extensive territory, a fertile 
soil, unbounded mineral riches, and every facility 
for commerce and manufactures. We have, more- 
over, a population of 1,700,000, consisting princi- 
pally of people who are industrious, frugal, and 
enterprising. Our wealth is very considerable. 
The property assessabléyfor county purposes, is 
estimated at not less t five hundred million 
dollars; and the annual products of the State at 
not less than two hundred millions. 

Notwithstanding this, the State Government is 
bankrupt. It owes about forty million dollars, and 
has begun extensive lines of “ internal improve- 
ment,” which cannot be abandoned without loss; 
and to raise the means of finishing which seems 
to be impossible. To negotiate fresh loans in the 
market, or to extort much more from the banks, is 
impossible. ‘Taxes cannot be levied in time to 

eet the demands of the clamorous creditors of 
the public. There is no recourse, but in the issue 
of State script, in such amounts as to serve as a 
circulating medium. And this, the /ast step down- 
ward in the progress of the paper credit system, 
is the step about to be taken by the authorities at 
Harrisburg. 

The Committee of Ways and Means of the 
House of Representatives, have brought in a bill, 
which is intended to authorise the issue of such 
script to the amount of 1,800,000 dollars, where- 
with to pay for work done upon, and materials 
furnished for, the different lines of internal im- 
provements. ‘These certificates are to bear in- 





terest; but as they are to be of as low an amount. 


as five dollars, interest on them from short periods 
will be hardly appreciable. This, and their bein 
receivable in payment of dues to the State, will 
make them a kind of circulating medium, unless 
they should sink so low in value as not to be availa- 
ble for this purpose. 

These “distress notes” (such we hope they 
will be called) will be of less value than the pre- 
sent “relief notes,” because they will not be receiv- 
able in payment of debts due to the banks. But 
they will be of more value than State stocks, be- 
cause they will be receivable in payment of debts 
due to the State, (which State stock is not,) and 
because issued for small amounts. The receipt 
of them will, by many persons, be a matter not of 
choice, but of necessity. They will have to take 
them, or take nothing. 

In paying a debt to the State, “distress notes” 
will be preferred to “ relief notes,” because of less 
value. Thus the revenue of the State will be 
paid in the worst medium. 
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The difficulties of the banks will be considera- 
bly increased, because the burden of receeming 
the “relief notes” by receiving them in payment 
of debts, heretofore shared between the banks and 
the State, will, hereafter, be thrown almost en- 
tirely on the banks. 


Thus we go on, from bad to worse. 





MARYLAND. , 


In Baltimore there have been some fears of a 
popular out break. Crowds, or “ simultaneous 
meetings,” as they have been called, gathered 
nightly in the streets, “to discuss matters and 
things in general, and the currency in particular.” 
They generally preferred thé front of the brokers’ 
offices or currency shops for their assemblages: 
and at one of their meetings they burned the 
effigy of Senator Scott, because ‘the said Senator 
had voted against resumption of specie payments. 

The Baltimore correspondent of the Philadel- 
phia Ledger, writing under the date of March 
Sth, says, ‘Crowds have gathered nightly in the 
Monument Square, with no ostensible purposes, 
and remarks of a mostangry character could every 
where be heard. As yet no outbreak has taken 
place, though there is a universal apprehension 
that, unless something is speedily done, the dark 
mutterings will end in a perfect hurricane of de- 
struction. I fear the issue, knowing as I do that 
the civil authority are firmly backed by the mili- 
tary, every company having been under orders 
for immediate movement for the past week.” 

So, then, these are By it - the oe - our 

r money system. it the people are driven 
tothe very bodes of desperation, ad then the 
military are called out to support the civil au- 
thorities! 

Happily, in the present case, popular feeling 
manifested itself in a peaceful manner. About 
four or five hundred of the citizens of Baltimore, 
repaired to the capital, Annapolis, and marched 
with banners and music to the State House. On 
the hill they arranged themselves, and were then 
addressed by one of their delegates. After thisa 
venerable and aged clergyman “addressed the 
throne of grace, invoking Divine aid in direeting 
the deliberations of the guardians of the people, 
and that they might conduce to their relief and 
aid.” After appointing a committee of their num- 
ber to deliver their memorial, the whole mass re- 
tired in a quiet and orderly manner, first calling 
on the Governor. 


BANK FAILURES. 


The Central Rail Road and Banking Company 
of Georgia, has suspended specie payment. The 
Chancellor of New York has caused an injunc- 
tion to be served on the Watervliet Bank at West 
Troy. In ofr western exchange papers, we ob- 
serve no confirmation of the report mentioned in 
our last, of the failure of the Bank of Xenia. On 
the contrary, its eredit is represented to be as 
good as that of any other of the country banks of 
Ohio. 
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26 PRICES OF BANK NOTES AND SPECIE. 


PHILADELPHIA. 


Our banks, and brokers, and * business men” have all 
ors into confusion by the strange proceeding of the 

a . 

o longer ago than May last, the islature entered into 
a covenant With certain banks, the condition of which was, 
that if the said banks would aid the Legislature in violating 
or evading that provision of the United States Constitution 
which hibits the issue of bilis of credit, then the said 
banks be released for four or five years from the obli- 
gation of paying their debts to the people. [t was a cove- 
nant which neither banks nor Legislature had a right to 
make; but it was made, and the * relief banks” shaped their 
ogee accordingly. 

banks that did not enter into this “ covenant,” con- 
ducted themselves, generally speaking, with great prudence, 
issuing few notes of their own, and receiving deposits aT 
on condition of paying them “in current funds,” by whi 
they meant inconvertible paper. 

Girard Bank broke, and then the Bank of Pennsyl- 
vania, and, immediately on the heel of the latter event, a 
bill was introduced into the House of Assembly to coerce the 
immediate resumption of specie payments! The whole 
movement Was so strange that it led many persons to ques- 
tion the intelligence of the members of the Legislature, and 
some even went so far as to doubt the purity of their mo- 


tives. 
The bill was bandied about for some time between the 
House and the Senate: but it at length received a majority 


- of the votes of the members of both Houses, and on Saturday 


was signed by the Governor, 

On Monday, March 14, the banks should have resumed 
specie payments, “ according to the Act of Assembly.” But 
the © relief banks” threw themselves on their reserved rights, 
and the other banks declared that they had no official notice 
of the passage of the law! No specie was pai 

In what is to follow, we shall have new revelations of the 
character of the paper monty system, and of the kind of leg- 
islation to which it leads. If there is any design of substi- 
tuting State paper money, for Bank paper money, the public 
will not be gainers by the change. 
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Our thanks are due to a member of 
(to whom we were previously under obligations, ) 
for a list of subscribers at Naufalia and two other 
Post Offices in Marengo County, Alabama. To 
a member of the Senate of South Carolina, (who 
has repeatedly laid us under obligations,) for an 
addition to our list of subscribers in that State. 
And to the Secretary of the Senate of Michigan,. 
(who also has repeatedly laid us under obliga- 
tions,) for additions to our list of subscribers in 
Michigan. 

We have some thoughts, if we can make room 
for it, of publishing a list of subscribers at the end 
of the year. It is an old fashioned way of doing 
business: but we belong to the old school. It 
would afford us an opportunity of acknowledging 
our obligations to each gentleman who has aided 
us by his subscription: and would be useful in 
enabling the friends of sound currency and sound 
credit in different parts of the country, to become 
acquainted with one another. It isa list in which 
no man need be ashamed of seeing his name. In 

int of genuine respectability, our subscription 

ist is probably inferior to none in the country; 
though, of course, very inferior to many in point 
of numbers. 

To the Hon. Messrs. Benton, Young, and 
Woodbury, of the U. §. Senate, and the Hon, 
Fernando Wood, of the U. 8S. House of Repre- 
sentatives, we are indebted for publié documents 
and other papers. We regret that our limits do 
not enable us to give copious extracts from some 
of the documents and other papers that are sent 
to us, and extended notices of others. - 





wy The “History of Banking from 1817-18 to 1818-19,” 
begun in our last, is continued on the next page. 
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Maine eee eee wee ee eee ewe eeeee # a } dis. 3 a — pr. 
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New York State sete ew er tere a 1} dis. 3 a4 pr. 
East Jersey eeeeee te ew ee ewer re a dis, ee re 
West Jersey eee eee ewe eee seereuene dis. Para 1 
Philadelphia ...-...+.+ Seeseaes —a5i dis. Stand 
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* West ....ceenees 5 a 10 dia. I pr.a 5 
Delaware ....e.ssseee0es cesses) Sa@ Gdis, Par. 
Baltimore....+.+.. Scene eevee — @2} dis. 2 pr. 
Maryland .......++.+++ cocecee = @ 5. dis. Par a 3 dis. 
District of Columbia .......... — @ 5 dis. 1 pr. 
Virginia . «10. ccecvereereeences 8a 9 dis, 6a7 
West occ cerccscsesess 8 a l2 dis, 20 
North Carolina. .......se.000.6 — @ 6 dis. 1} dis. 
South Carolina...+...++-.0+ . —a3& 4) dis.| 4 pr. a 1 dis.) 
Georgia... sree seen eee eee eee a l0dis 2 a 40 dis. 
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Mississippi. ..-.s+5005+ eee eee . —a— dis. 20 a 80 dis. 
Tennessee eRe eee a — dis. Wa 15 dis. 
Kentucky ...0ecsseeeeees weey al2dis. | i0a — dis. 
Missouri .....cceeereecscewesee’ 10 dis. 
linois eee eee eee ee a 5O dis. 30 a — dis. 
ANIONS. .cccccccessvocessceces a a 15 dis. 15 a — dis. 
Ohio see ee ew eee eee ee eee eee eweee — a 10&15dis. 0 @ 15 dis. 


] 
Michigan ...4...00+eeeeeeeeees — @ l0&2dis, 10 a 18 dis. 
American Gold, (new coinage)... Para—p. | 3} a4} pr. 


Sovereigns ..-.++eessseueess .»| 485 a — | 5.05¢5.1 
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exican Dollars .......0++.+++ da & pr. 4a 5 pr. 
Five Franc Pieces....... sees /93$ @ 94 cents 98 a 1.00 — 


Biehl Dalate oo<casceenacerecce™ Par. 


BILLS OF EXCHANGE ON 
LONdOD .ccscscscccess eacpes ee 73.a8 pr. 12$a13 pr. 
no sales. 
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HOMAnd << cccccccocscevvcccosese 39] a 393 
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New York .ccccscsccvescsceces 4 a4} pr. 


Philadelphia «..0+-0+eeeseeeees Sia 4 dis. 
Baltimore........+. .awettae «4 1 @ li dis. fee 
Richmond... .. es ack Uscavels wae] 8B @ Shdis.| 5 a6 dis.J 
North Carolina......sseseee00+| 9 @ dis. 

Charleston oe eee ewes eee ee ew wee lia 1} dis, l a= . 

Savannah......sssssceseesseee] 2 @ BWdis,| — a3 

AUQUStd oe ee eeeeeeee covccccesc| Sea 2B dis. 

Columbus ee ween eee eee eee ewes — i— dis. 

Macon...... seen die neh eas .-|13 a14 dis. ‘ 

Mobile, < once. decscdece onewe ste 15 a15} dis.|14 @ 15 dis, 

New Orleans....-+-.sesssse08-| O8@ 6 dis.| 5 a@ 7 dis. 

WRARIOEE. 55620 vnenss ache dudes 25 a30 dis.|\— a — dis. 

THRIPEING oc 6005.50 ckteNes> chvrs 15 a 18 dis. |—. @ — dis. 

DG ditle bovk icine bane es v6ss's 20 a25 dis 

Louisville........ nadia Belkin haw io ot Tha 73 dis.| 5 a — dis. 

Cincinnati ......+. TTY Cee 6 a 7 dis. |— a — dis. 

Michigath «:éaspsevcicacccesne .»| 9 @J0 dis. 

PRICES OF PRODUCE. 

Cotton, New Orleans, per Jb....| 6 @ 1] 9} a 104 
BROUIIG oae xo veesen cuss 6: a 10} M1} a 102 
Upland. .p.scccscsceces 5} a 9h 8 a Ww 

Flour, Western Canal, per bbl.| 6.00 @ 6.25 

Philadelphia............ 5.873 a —— | 5.75 a S87} 
Rye Flour...+...+-+0+++ 3.75 a 3.874) 3.94 @ 4.00 
Indian Meal ...+..«+++. 3.00 a 3.12}/ 2.75 a 3.125 

Grain—Wheat, per bush....... 1.29 a——|1% a 13 
Seal sah catttn cckbeans 62a 65 | 65 a 70 
CORN i cdccccesavecs aed 58 a 60 a 58 
Bathe cacad op diss ar>wenss 40 a 50 41 243 

Iron, Amer., Pig, No. 1, per ton! 30.00 a@ 32.50) — a 31.00 

Bar rolled........ 75.00 a 80.00) 75.00 a 77.50 

Lead, Pig, per ID........++0000s 33a 4 dia 4} 

Tobacco, Richmond, per ses 3 6 4a % 

North Carolina ...... 3 5 
Kentucky....-....... 3 } 34a 8 
Wool, American, Merino, perlb.| 34 @ 36 37 a 40 
Common ..... 18 a2 28 a 3 


Whiskey, Rye, per gal......... 


Provisions, Mess Beef, per bbl..| 7. 
Mess Pork, per bbl.| 7.1244 9 7.50 a 8.00 
Hams, per Ib....... 7 a 7h 6 a8 
Lard, per Ib........ 4 a 6) 5i a 7h 
Cheese, per |b...... 7 a 8 9 al0 
Rice, per Ib....+.... 2ta 3 34 a 35 











OF PAPER MONEY AND BANKING. 


The local banks, when a sudden demand 
was made on them for balances due to the 
United States Bank, had no way of meeting 
those demands but by pressing on their own 
customers. ‘The pressure thus became gen- 
eral throughout the country. 

‘The committee of Congress say, that the 
demands of the United States Bank against 
the local banks, ‘* were suffered to acecumu- 
late improperly, instead of being gradually 
reduced as specie was required at other of- 
fices, and in small quantities that would not 
have been felt. ‘Their reduction was not in- 
sisted upon sufficiently early ; and when the 
bank began to call for specie, its demands 
were so considerable as not only to expose 
the local banks, but the citizens in their vi- 
cinity, generally, to very severe pressure.” 

‘The situation of the community was very 
alarming. Mr. Niles, in his Register of Oc- 
tober 3d, intimates that “‘a grand scheme 
was maturing ‘for keeping the paper-mill a 
going.’ ‘The first part of the scheme is to 
prepare the members of Congress to vote as 
directed at the ensuing session of Congress. 
Of what is designed to be done, when a suffi- 
cient number of members are secured, we 
are almost wholly in the dark at present: but 
we believe one of the things proposed is, the 
substitution of a paper currency as a LEGAL 
TENDER instead of coin, which is frequently 
hinted at in certain newspapers, as if to feel 
the public pulse.” Inhis Register, of Novem- 
ber 7th, he says, ‘* We have several times 
darkly hinted at a great intrigue which was 

going on to relieve the banking system, gen- 
erally, and especially to subserve the grand 
views of the bank of the United States. I 
am just now informed of what this intrigue 
is: but private honor will not permit me to 
mention it at present. The object is, by bi/s 
of paper to prevent the banks from being 
compelled to pay their debts. This is the 
long and the short of the whole affair. Aye, 
and the pretence is most specious, the appear- 
ance most seducing; but the instantaneous 
effect will be to banish money, and bring 
about those happy times when lordly banks 
issued notes for six and a quarter cents anda 
copper coin wasararity. To effect this ar- 
rangement, many of the local banks will co- 


operate—to seal their own ruin: for the bits of 


paper above alluded to, willimmediately centre 
in the Bank of the United States. Perhaps, 
as the people are alarmed on this subject, the 
project may not be pressed ; though we have 
reason to believe that much exertion has been 
made to convince certain members of Con- 
gress of the propriety of it: and we were 
Q* 


ay, 
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astonished to learn that a distinguished gen- 
tleman, of whom, indeed, we expected a dif- 
ferent conduct, had boldly predicted the tri- 
umph of the United States Bank over the 
local institutions. Upon my conscience, I 
would rather agree to have an hereditary 
president and a senate for life, than that this 
thing should happen. In the latter case, our 
president and senators might be influenced to 
good actions by a sense of individual shame, 
or a love of true glory, and the choice of re- 
presentatives would be left free to us: but 
in the other, an unknown and irresistible ar- 
istocracy would be raised up, secret as the 
‘council of ten,’ and ‘ remorseless as the in- 
quisition.” Give me to live under any des- 
potism but that which springs from the com- 
mand of money: for it is the most base and 
unprincipled of all. } 

‘** But Congress will not, cannot, dare not 
pass the law, proposed to pamper specula- 
tion. ‘They may prohibit the exportation of 
coin, if they please ; still they cannot substi- 
tute a paper medium for it, and compel me to 
take it in payment of debts justly due me. 
And this it is which is fondly designed to be 
attempted—for the benefit of the rag-barons.”’ 

It is certain that letters were received at 
Washington from Philadelphia, in the early 
part of December, urging an emission of 
treasury notes; and that on the 7th of De- 
cember, a meeting was held in Philadelphia, 
Mr. Matthew Carey in the chair, by which 
a committee was appointed to draft a memo- 
rial to Congress to prohibit the exportation 
of specie. Some of the members appointed 
on the committee declined acting, and no me- 
morial appears to have been prepared ; but a 
member of the Senate actually brought before 
that body a resolution to prohibit the exporta- 
tion of the precious metals! What despotic 
Spain could never accomplish, was attempted 
in free America. 

‘Towards the close of this year, public 
opinion became so adverse to the banks as to 
call forth strong denunciations of them from 
some of the high officers of State. De Witt 
Clinton, the governor of New-York, in his 
message to the legislature, reprobated the 
system in strong terms. ‘* The embarrass- 
ments,” he said, *‘ arising from the disordered 
state of our currency, have increased, instead 
of diminished, since I had the honor to ad- 
dress the legislature on the subject. And un- 
less sufficient preventives are adopted, and 
suitable remedies applied, the evil will be in 
a state of progressive augmentation. A pro- 
position to invest banks with a power of coin- 
ing money, would have no advocates, and 
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yet it might not be so pernicious as the au- 
thority already granted of emitting bank 
notes. Having uniformly opposed the mul- 
tiplication of banks, I now only express opin- 
ions formed for many years, after mature de- 
liberation, and which are every day sanctioned 
by the progress of time, and the voice of ex- 
perience.”’ 

Governor Worthington, of Ohio, in his 
message to the legislature, said, ‘* the disor- 
dered state of the currency'will claim your 
attention. ‘The good people of the State look 
to you, gentlemen, for such remedy as may 
be within your power. e obstacles you 
have to encounter in effecting an object of so 
much importance cannot be disguised : indeed, 
I fear it may be found impracticable, under 
existing circumstances, to answer public ex- 

tion.’ ‘ 

Gabriel Slaughter, the governor of Ken- 
men was very pointed in his remarks to 
the legislature. ‘I am, indeed,’’ he said, 
‘“‘ready to confess before my countrymen, 
that my sentiments, or perhaps prejudices, 
ever have been and still are, strongly against 
the banking system. ‘Time and experience, 
instead of conquering these prejudices, have 
tended to confirm them. Ihave ever viewed 
these. moneyed corporations with jealousy. 


_ I consider the corporate powers and privileges 


conferred on them, as so much taken from 
the power of the people, and a contrivance 
to rear up in the country a moneyed aristoc- 
racy. Money is power, in whatever hands 
it is placed : but it is less dangerous when di- 
vided among individuals, than when combined 
and organized in the form of banks. In vain 
did the American people, during the struggles 
for liberty and independence, destroy the 
landed aristocracy then existing under the 
law authorising estates to be entailed, if a 
money aristocracy is to be substituted. In- 
stead of having our National and State Legis- 
Jatures filled with men representing the feel- 
ings and interests of the great agricultural 
class of the community, I fear we shall see 
these banking aristocracies greatly preponder- 
ate on the legislative floor. I must ever be 
opposed to any system of policy, which, in- 
dependent of its pernicious and corrupting 
influence in other respects, tends to diminish, 
if not to destroy, the weight and influence 
of the farming interest, upon whose virtue 
and independence the duration of our free in- 
stitutions so essentially depends. 

‘‘ While this system exists in our States, 
Kentucky can do little to reseue the country 
from the evil and anti-republican tendencies 
of these moneyed corporations, Let us 
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therefore invite a co-operation in some plan, 
coextensive with the Union, to redeem this 
young and rising republic from the mischief 
,and dangers of this paper system before it is 
too late. If permitted to progress and inter- 
weave itself with all the interests and con- 
cerns of society, it may, in a more advanced 
and dense state of our population, explode in 
a convulsion of the government. ‘Ihe dis- 
ease, it is true, has taken deep root, but the 


American republic is young, and by a vigor- 


ous and determined effort, may, in a few 
years, exterminate it. Some time may be 
necessary to enable these institutions to wind 
up. To effect so desirable an object, | would 
recommend to the legislature, to propose an 
amendment to the Federal constitution, pro- 
viding that after a certain period, no incorpo- 
rated bank should exist in the United States, 
_or if this should be thought going too far, 
and banks in any shape, or to any extent, are 
useful and necessary, let the banking powers ~ 
be limited, and the system so regulated and 
restricted, as to secure the community against 
the wide spread ruin and mischief with which 
we are threatened.” . 

These views appear to have been adopted 
by some members of the legislature, for on 
the 4th of January, 1819, Mr. Bledsoe sub- 
mitted the following resolutions :— 

1. Resolved, by the General Assembly of the 
Commonwealth of Kentucky, That the estab- 
lishment of a moneyed monopoly is hostile 
to republican liberty. 

2. Resolved, 'That banks are such a mo- 
nopoly, and do not depend for their profits 
upon the correct employment of the products 
of industry. 

3. Resolved, That as the products of the 
labor of a nation are the only genuine sources 
of national wealth, any corporation or insti- 
tution which tends to substitute speculation 
instead of the proper and valuable fruits of 
this labor, must be pernicious, and ought to 
be abolished. 

4, Resolved, That any corporation not 
promotive of, or essential to public good, 
ought not to exist. 

5. Resolved, That all Banks wherein in- 
dividuals are interested, are moneyed mo- 
nopolies, tending to make profit to those who 
do not labor, out of the means of those who 
do: not tending to increase the means of in- 
dustry, but to profit of those means unjustly: 
tending to tax the many for the benefit of the 
few: tending to create a privileged order, 
unuseful and pernicious to society ; tending 
to destroy liberty, and create a power un- 
friendly to human happiness: tending inevi- 
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OF PAPER MONEY AND BANKING. 


tably to an unfeeling moneyed aristocracy, 
more to be deprecated than monarchy itself; 
tending to the destruction of the best hopes 
of man here and hereafter. 

6. Resolved, That it becomes the duty of 
the General Government, and of every indi- 


* . 


vidual State composing it, (gradually, if ne- _ 


cessary, but ultimately and certainly,) to abol- 
ish all banks and moneyed monopolies, and 
if a paper medium is necessary, to substitute 
the impartial and disinterested medium of the 
eredit of the nation or of the States. 

We know not what was done with these 
resolutions. | 





CHAPTER XIL 
Of Banking from 1818-19 fo 1819-20. 


A commirree of Congress, which had been 
appointed on the 30th of November, 1818, 
to investigate the affairs of the United States 
Bank, arrived in Philadelphia on the 6th of 
December, and left it on the 26th. Some 
‘investigations were subsequently made of the 
state of the branches at Richmond and Wash- 
ington ; and on the 16th of January, 1819, 
the committee made a report, giving an ac- 
count of the operations of the bank, and con- 
cluding with a declaration that it had violated 
its charter, in four particulars, viz.: in pur- 
chasing two millions of public debt; in not 
requiring the stockholders to pay the second 
and third instalments of the stock in coin and 
funded debt; in paying dividends to stock- 
holders who had not completed their instal- 
ments ; and in suffering certain individuals, 
under pretext of their being attorneys for 
others, to give more votes for directors than 
the charter allowed. 

Mr. Spencer, the chairman of the com- 
mittee, offered a resolution to cause a scire 
facias to be sued out, to call on the corpo- 
ration of the United States Bank, to show 
cause why its charter should not be forfeited, 
unless the bank would consent to certain al- 
terations in the act of incorporation. Mr. 
Trimble offered a resolution to cause a scire 
facias to be issued immediately. Mr. John- 
son offered a resolution to repeal the charter 
of the bank. 

After the debate, Mr. Trimble’s resolution 
was rejected on the 24th of February, thirty- 
nine members voting in its favor, and one 
hundred and sixteen against it. Mr. John- 
son’s resolution was supported by thirty 
members, and opposed by one hundred and 
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twenty-one; and Mr. Spencer, discovering 
by these votes the position of the house, with- 
drew his resolution. 

‘* We learn,” says Mr. Niles ‘that about 

forty members are stockholders—some of 
them heavily so: we hope ghat none of them 
voted in their own case. The great danger 
of incorporations is, that the chief members 
of them are our governors, judges, and legis- 
lators ; and thus their individual interests may 
be placed between the people and the justice 
that they claim.’’* 

The bank was in more danger from its 
own operations, from any proceedings 
of Congress. On the receipt in Philadel- 
phia of the report of thecommittee, the stock 
fell to 93, and Mr. William Jones, the Presi- 
dent, soon after fled in affright from the in- 
stitution. Mr. Cheves, of South Carolina, 
was invited to take his place, and Mr. James 
C. Fisher, of Philadelphia, served as presi- 
dent pro tempore. 

Three years afterwards Mr. Cheves gave 
the stockholders an exposition of the state of 
the bank, from which exposition we shall 
make a copious extract. 

‘* The institution,”’ he said, ‘* commenced 
active banking operations about the Ist of 
January, 1817; and in the course of the year 
established eighteen branches. ‘The report 
of the committee of Congress made in De- 
cember, 1818, has made you so fully ac- 
quainted with many of the details of the pre- 
vious management, that I mean to do little 
more in relation to the period which preceded 
1819, than present the results, as they will 


be exhibited in the state of the bank when I 


came into it. 

‘** The Bank immediately on its commence- 
ment did a very extensive business, imported 
vast sums of specie, paid its notes and those 
of the offices, without reference to the places 
where they were payable, at the bank, 
and all the principal offices north of the Po- 
tomac, while they were, under the charter, 
necessarily received everywhere, in payments 
of debts to the government of the United 
States : and drafts were given without limit, 
on the parent Bank and northern offices, by 
the western offices, at par or at a premium 
merely nominal. As soon as the notes of 
the southern and western offices were paid or 
received by the bank and northern offices, 
they were returned to them and reissued in 
perpetual succession. An accompanying ex- 
hibit will show the enormous amount of the 
notes of the southern and western offices, 
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which became chargeable on the bank, di- 
rectly and indirectly, through the northern 
offices.* The result was, that the bank and 
the great northern offices were drained of 
their capital; and on the 20th of July, 1818, 
only eighteen mogths after the institution be- 
gan its operations, it was obliged to com- 
mence a rapid and heavy curtailment of the 
business of the bank and its offices. During 
all this time, it had the advantage of immense 
government deposits. At the moment that 
curtailments were ordered, the government 
deposits in the bank and its branches, inclu- 
ding the deposits of public officers, amounted 
to eight millions of dollars, and they had 
been larger at preceding periods. Curtail- 
ments were ordered from time to time, at the 
southern and western offices, to the amount 
of seven millions of dollars, and at the pa- 
rent bank to the amount of two millions, 
though at the latter they were made to the 
amount of 3,600,000, and upwards, between 
the 30th of July, 1818, and the first of April, 
1819. No curtailments were ordered at the 
offices of New-York and Boston, because 
there was no room for them, yet necessity 
obliged them to reduce their business very 
much. The curtailments at all points within 
the above mentioned date, being eight months, 
were 6,530,159 dollars 49 cents. Yet, after 
these immense and rapid curtailments, the 
most sensible and vital points (Philadelphia, 
New-York, and Boston,) were infinitely in 
worse condition than when the remedy was 
devised. , 
‘An accompanying exhibit will show the 
distribution of the capital at the close of this 
important period.t At that moment the dis- 
count line of the important office at Boston, 
was only 94,584 dollars 37 cents. And 
when in this wretched state, the southern and 
western circulation was pouring in upon these 
weak points, and the government at liberty, 
according to the practice of the time, to draw 
on either office of the bank for the gross 
amount of its deposits, throughout the whole 
establishment, whether north, south, east, or 
west. The southern and western offices 
were not restrained from issuing their notes, 
which they did most profusely. ‘The curtail- 
ments, in many instances, resulted merely in 
a change of debt bearing interest, for debts 
due by local banks, or the notes of local 


* The total was $14,893,¢61, or $20,422,642 96, if we include 
5,528,981 96{0f post notes which were issued by the parent 
bank, and destroyed because they were used in the Southern 
and Western States, in lieu of bank notes. 

t The office at New-York had a capital of 245,000 dollars: 
that at Richmond, },760,502; Baltimore, 5,646,000; Cincin- 
nati, 2,400,000; Louisville, 1,129,000; Lexington, 1,500,000, 
&c. 
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banks, on neither of which was interest re- 
ceived. ‘The western offices curtailed their 
discounted paper, but they purchased what 
were called race horse bills, to a greater 
amount than their curtailments. The bank 
itself continued, during the whole period, to 
purchase and collect drafts on the southern 
and even western offices, though almost the 
whole of the active capital already lay in 
those quarters of the Union, and though the 
great object of the curtailments was to draw 
funds from these points. The debt due in 
Kentucky and Ohio, instead of being re- 
duced, was within this period actually in- 
creased upwards of half a million of dollars. 
An accompanying exhibit will show, that, in- 
stead of getting relief from the southern and — 
western offices generally, where curtailments 
had been ordered, the bank was still further 
exhausted by the intervening operations. 

‘At the commencement of this period, (a 
period commencing with the order for cur- 
tailments, and ending March, 1819,) the bank 
was indebted to Baring, Brothers & Co., 
Reed, Irving & Co., Adams, Robertson & 
Co., and ‘Thomas Wilson & Co., the sum of 
1,586,345 dollars 47 cents, growing princi- 
pally, if not entirely, out of its specie opera- 
tions. Of this sum the greater part was paid 
during this period. It had, however, con- 
tracted new debts with Baring, Brothers & 
Co., and Thomas Wilson & Co., of which 
there remained due, including any balance 
which may have been due on the former ac- 
counts, the sum of 876,648 dollars; and 
within the same period it had disposed of 
2,270,926 dollars 65 cents of its funded debt; 
furnishing, by these compound operations, 
ways and means, in addition to its curtail- 
ments, to the amount of 1,561,229 dollars 
13 cents, and making, with these curtail- 
ments, a reduction in the productive capital 
of the Bank, within the period of eight 
months, of eight millions of dollars and up- 
wards. 

‘‘At the close of this period, the discounts 
on personal security at Philadelphia, had been 
so long the subject of curtailment, that but a 
small portion of them admitted of further re- 
duction; and, after great efforts, a rule had 
been established to reduce the discounts 
which had been granted on the stock of the 
bank, at the rate of five per cent. every sixty 
days. ‘The latter constituted the bulk of the 
discounted paper, and so small a reduction 
afforded no relief against a great and imme- 
diate demand. Even this small reduction 
was the subject of loud, angry, and constant 
remonstrances among the borrowers, who 
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claimed the privileges and the favors which 
they contended were due to stockholders, 
and sometimes succeeded in communicating 
their sympathies tothe board. All the funded 
debt which was valuable had been disposed 
of, and the proceeds exhausted. The specie 
in the vaults at the close of the day, on the 
first of April, 1819, was only 126,745 dol- 
lars 28 cents, and the bank owed to the city 
banks, deducting balances due to it, an aggre- 
gate balance of 79,125 dollars 99 cents. 

‘It is true there were in the mint 267,978 
dollars 9 cents, and in transi‘u from Ken- 
tucky and Ohio, overland, 250,000 dollars: 
but the treasury dividends were payable on 
that day to the amount of near 500,000 dol- 
lars, and there remained at the close of the 
day more than one-half of the sum subject 
to draft, and the greater part of the sum which 
had been drawn during the day remained a 
charge upon the bank, in the shape of tem- 
porary deposits which were almost imme- 
diately withdrawn. Accordingly, on the 
twelfth of the same month, the bank had in 


its vaults but 71,522 dollars 47 cents, and 


owed to the city banks a balance of 196,418 
dollars 47 cents: exceeding the specie in its 
vaults 124,895 dollars 19 cents. It must 
again be remarked, that it had yet the sum 
before mentioned in the mint, as well as the 
sum in transitu from Ohio and Kentucky— 
this last sum (250,000 dollars) arrived very 
seasonably on the next day, or a day or 
two thereafter. The bank in this situa- 
tion, the office at New-York was little better, 
and the office at Boston a great deal worse. 
At the same time the bank owed to Baring, 
Brothers & Co., and Thomas Wilson & Co., 
nearly 900,000 dollars, which it was bound 
to pay immediately, and which was equiva- 
lent to a charge upon its vaults to that amount. 
It had, including the notes of the offices, a 
circulation of six million dollars to meet, to 
which were to be added the demands of de- 
positors, public and private, at a time, too, 
when the scarcity of money called forth every 
disposable dollar, and therefore created de- 
mands upon the bank for an unusual portion 
of the ordinary deposits and circulation. « 

‘* The sums which were collected daily on 
account of the revenue, in branch paper, were 
demandable the next day in Philadelphia, 
and, at the same time, at every office of the 
establishment, at the discretion of the officers 
of government. The revenue was princi- 

| pally paid in branch paper, as well at Boston 
and New-York as at Philadelphia, and while 
the duties were thus paid at one counter, in 
branch paper, the debentures, which amounted 
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to one million of dollars every three months, 
were demanded and paid at the other, in spe- 
cie or its equivalent—money of the place. 
Many additional details, increasing the diffi- 
culties of the moment, might be added. The 
southern offices were remitting tardily, and 
the western not at all. All the resources of 
the bank would not have sustained it in this 


course and mode of business another month !! 


Such was the prostrate state of the bank of 
the nation, which had, only twenty-seven 
months before, commenced business with an 
untrammelled active capital of twenty-eight 
millions of dollars. 

‘* But it would have been fortunate for the 
institution if its danger had ceased here.— 
There still remained in some of the trusts 
of the bank, some of the men who had con- 
tributed most to involve it in this state of 
things. As I must be brief, and the subject 
is very extensive, I will advert only to the 
principal instance of the misfortune and pro- 
fligacy to which I allude. 

“In the office at Baltimore, of which 
James A. Buchanan was president, and J. W. 
M’Culloh was cashier, there were near three 
millions of dollars discounted or appropriated, 
without any authority, and without the know- 
ledge of the board of the office, or that of the 
parent bank! §. Smith and Buchanan, of 
which firm J. A. Buchanan was a member, 
James W. M’Culloh and George Williams 
(the latter a member of the parent board by the 
appointment of government,) had obtained of 
the parent bank, discounts, in the regular and 
accustomed manner, to the amount of 1,957,- 
700 dollars, on a pledge of 18,290 shares of 
stock of the bank. These men, without the 
knowledge of either board, and contrary to 
the resolves and orders of the parent bank, 
took out of the office at Baltimore, under the 
pretence of securing it by pledging the sur- 
plus value of the stock, already pledged at 
the parent bank for its par value and more, 
and other like surpluses over which the bank 
had no control, the sum of 1,540,000 dollars : 
this formed a part of the sum before stated 
to have been discounted by the president and 
cashier of the office, without authority.— 
When this stupendous fraud was discovered, 
attempts were immediately made to obtain 
security; and it was obtained nominally to the 
amount of 900,000 dollars. It was probably 
really worth 500,000 dollars. 

«The losses sustained at the office at Bal- 
timore alone, the great mass of which grew 
out of this fraud and others closely connected 
with it, have been estimated at the immense 
sum of 1,671,221 dollars 87 cents. ‘The 
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aggregate of the losses of the institution, 

owing out of the operations which preceded 

e 6th of March, 1819, exceeded consid- 
erably 3,500,000 dollars. The dividends 
during the same time amounted to 4,410,000. 
Of this sum, 1,348,553 dollars 98 cents were 
received as the interest on the public debt 
held by the bank; which leaves, as the en- 


- tire profits on all the operations of banking, 


the sum of 3,061,441 dollars 2 cents, which 
is less, by at least half a million of dollars, 
than the losses sustained on the same busi- 
ness !! 

“ When I was invited, and consented to fill 
the station I now hold, I was alike ignorant 
and inapprehensive of the situation in which 
I have just described the bank, (truly, I be- 
lieve,) to have been. I was at the moment 
remotely situated from the scenes of its active 
business, and its important transactions. I 
had held, it is true, shortly before, to oblige 
my friends, a place in the board of the office 
at Charleston, at which I occasionally attend- 
ed, and from what I saw there. as well as 
from the public facts concerning the transac- 
tions of the bank, I was satisfied that there 
was a great want of financial talent in the 
management of it. But I had not the faintest 
idea that its power had been so completely 
prostrated, or that it had been thus unfortu- 
nately managed or grossly defrauded. I 
never imagined that when it had, at so much 
expense and loss, imported so many millions 
of specie, they had been entirely exhausted, 
and were not yet paid for: nor that the bank 
was on the point of stopping payment. It 
was not until the moment I was about to com- 
mence my journey to Philadelphia, that I 
was apprised by a letter from a friend, who 
had been a member of the preceding board, 
that he feared, in a few months, the bank 
would be obliged to stop payment. 

‘This was, indeed, appalling news.— 
When I reached Washington, I received 
hourly proofs of the probability of this event. 
In Philadelphia it was generally expected. 
My memory deceives me if I found any one 
in or out of the bank, who entertained a san- 
guine belief of its being able to sustain its 
payments much longer. On the contrary, 
there was, (I think it cannot be forgotten,) a 
public and general expectation that the nation 
was about to suffer the calamity of a currency 
composed entirely of irredeemable paper.— 
‘The evil which thus threatened the country, 
is not at all to be compared with a suspension 
of sound currency in times of war, and great 
national emergencies. ‘The former can only 
be conceived by a people who have suffered 


under a paper currency in profound peace.. 
What a train of evils does it produce?’ The 
destruction of public and private credit, the 
national torpor, the individual ruin, the dis- 
graceful legislation, and the prostration of the 
morals of the people, of which you may dis- 
cover within your own territories some ex- 
amples, will give you some, but a faint idea 
of the calamity which was about to fall on 
the country. 

‘“«'Thus stood the bank at the organization 
of the present administration. I was elected 
and took my seat as president of the board 
on the 6th of March, 1819. Butsome time, 
of course, was necessary to look into the state 
of the bank before measures of relief could 
be projected. Its danger, however, was too 
manifest and too pressing to allow much time 
for this purpose. ‘The principal errors which 
produced the danger were fortunately of easy 
discovery, and to them the proper remedy 
was immediately applied. ‘The southern and 
western offices were inmediately directed not 
to issue their notes, and the bank ceased to 
purchase and collect exchanges’ on the south 
and west. A special meeting of the board 
was called, which the non-resident directors 
were summoned to attend, for the 9th of 
April, (the next month,) and a correspond- 
ence with the secretary of the treasury was 
commenced, entreating his forbearance and 
his aid. ‘To this officer I should be ungrate- 
ful and unjust, if I were not publicly to ac- 
knowledge my obligations, and those of the 
bank, for the countenance and support he af- 
forded to both in this struggle. 

‘‘At a meeting of the directors on the 9th 
of April, which was very full, the state of 
the bank was submitted to them, a select 
committee appointed, to whom the subject of 
its difficulties was referred, and after very 
mature deliberation, that committee made a 
report, which was unanimously agreed to.— 
The principal means of relief proposed and 
agreed-to were: 

‘1. ‘To continue the curtailments previ- 
ously ordered. 

‘**2. ‘To forbid the offices, at the south and 
west, to issue their notes when the exchanges 
were against them. 

**3. To collect the balances due by local 
banks to the offices. 

**4. ‘To claim of the government the time 
necessary to transfer funds from the offices 
where money was collected to those where it 
was to be disbursed, as well as like time (un- 
til the difficulties of the bank were removed, ) 
to transfer funds to meet the notes of offices 
paid in the bank, or other offices than those 
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where they were payable according to their 
tenor. 

_ ‘*5. ‘To pay debentures in the same money 
in which the duties on which the debentures 
were secured, had been paid. 

‘*6. ‘To obtain a loan in Europe for a sum 
not exceeding 2,500,000 dollars, for a period 
not exceeding three years. 

‘*'These measures, simple and obvious as 
they are, and some of them so strangely over- 
looked so long, lifted the bank in the short 


space of seventy days, (from the 6th of March ~ 


to the 17th of May,) from the extreme pros- 
tration which has been described, to a state 
of safety, and even in some degree of power; 
enabled it to cease its curtailments, except at 
points where it had an excess of capital, to 
defy all attacks upon it, and to sustain other 
institutions which wanted aid, and were as- 
certained to be solvent: above all, to estab- 
lish the soundness of the currency, which 
had just before been deemed eae ; and 
in a single season of business (the first) to 
give to every office as much capital as it 
could advantageously employ.” 

‘The bank was saved, and the people were 
ruined. For a time, the question in Market 
street, Philadelphia, was, every morning, not 
who had broken the previous day, but who 
yet stood. In many parts of the country, 
the distress was as bad as it was in Philadel- 
phia, and in other parts it was still more de- 
plorable. 

‘* From all parts of the country,” says Mr. 
Niles,* ‘*we hear of a severe pressure on 
men in business, a general stagnation of trade, 
a large reduction in the price of staple arti- 
cles. Real property is rapidly depreciating 
in its nominal value, and its rents or profits 
are exceedingly diminishing. Many highly 
respectable traders have become bankrupts, 
and it is agreed that many others must ‘ go :’ 
the banks are refusing their customary accom- 
modations : confidence among merchants is 
shaken, and three per cent. per month is of- 
fered for the discount of promissory notes, 
which a little while ago were considered , as 
good as ‘old gold,’ and whose makers have 
not since suffered any losses to render their 
notes less valuable than heretofore.” 

Four months afterwards, he says,t ‘It is 
estimated that there are 20,000 persons dai/y 
seeking work in Philadelphia; in New-York, 
10,000 able-bodied men are said to be wan- 
dering about the streets looking for it; and 
if we add to them the women who desire 


* Weekly Register, April 10, 1819. 
t lb. August 7th, 1819. 
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something to do, the amount cannot be less 
than 20,000 : in Baltimore there may be about 
10,000 persons in unsteady employment, or 
actually suffering because they cannot get into 
business. We know several decent men, 
lately ‘ good livers,’ who now subsist on such 
victuals as two years ago they would not have 
given their servants in the kitchen.” 

A committee, appointed by a meeting of 
the citizens of Philadelphia, on the 21st of 
August, to inquire into the situation of the 
manufacturers of the city and its vicinity, 
reported, on the 2d of October, that in thirty 
mechanical and manufacturing branches of 
trade which they enumerated, which gave 
employment tognine thousand one hundred 
and eighty-eight persons in 1814, and to nine 
thousand six hundred and seventy-two in 
1816, there were but two thousand one hun- 
dred and thirty-seven persons employed in 
1819. 

A committee of the citizens of Pittsburg, 
who made report on the 24th of December, 


stated that certain manufacturing and mechan- 


ical traders in their city and its vicinity, which 
employed one thousand nine hundred and 
sixty persons in 1815, employed only six 
hundred and seventy-two in 1819.”’{ 

‘* Never,” said the Frankfort (Ky.) Argus,§ 
‘‘ within the recollection of our oldest citizens, 
has the aspect of the times, as it respects 
property and money, been so alarming. Al- 
ready has property been sacrificed in consid- 
erable quantities, in this and the neighboring 
counties, for less than half its value. We 
have but little money in circulation, and that 
little is daily diminishing by the universal 
calls of the banks. Neither lands, negroes, 
nor any other article, can be sold for half their 
value in cash, while executions to the amount 


‘of many hundreds of thousands of dollars, 


are hanging over the heads of our citizens. 
Whatcanbedone? Ina few months no debt 
can be paid, no money will be in circulation 
to answer the ordinary purposes of human 
life. Warrants, suits and executions, will 
be more abundant than bank notes; and the 
country will present a scene of scuffling for 
the poor remnants of individual fortunes, 
which the world has not witnessed.” 

A Kentuckian, writing in the Edwards- 
ville (Ill.) Spectator, confirmed this gloomy 
account.|| ‘* It has always,’’ he said, ‘* been 
my opinion, that of all evils which can be 
inflicted on a free State, banking establish- 


t See the documents appended to the report of the Senate 
of Pennsylvania. 
See en eee June 7th, 
See Niles, Sept. 1Jth, 1819. 
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ments are the most alarming. They are the 
vultures that prey upon the vitals of the con- 
stitution, and rob the body politic of its life- 
blood. Look now at Kentucky! What a 
spectacle does she present! Nothing is to 
be seen but a boundless expanse of desola- 
tion! Wealth impoverished, enterprise 
ehecked, commerce at a stand, the currency 
depreciated, all that was promotive of indi- 
vidual wealth, and all that was indicative of 


State prosperity and advancement, plunged 


into the great vortex of irremediable involve- 
ment. What incentive, now, has the farmer 
to industry and exertion? How fruitless 


would be the effort of the merchants to raise 


from their torpidity the fallemenergies of the 
State !” * 

A writer in the Kentucky Gazette, quoted 
by Niles on the 9th of October, observed : 
** Slaves which sold some time ago, and could 
command the most ready money, have fallen 
to an inadequate value. A slave which hires 
for 80 or 100 dollars per annum, may be pur- 
chased for 300 or 400. A house and lot an 
Limestone street, for which $15,000 had 
been offered sometime past, sold under the 
officer’s hammer for $1,800. A house and 
lot which, I am informed, was bought for 
$10,000, after 6,000 had been paid by the 
purchaser, was sold under a mortgage for 
$1,500, leaving the original purchaser (be- 
sides his advances) $3,500 in debt. A num- 
ber of sales, which excited at the same time 
astonishment and pity, have occurred in this 
town. Comparison of local sufferings should 
not be indulged in, but I am told that Lex- 
ington is less afflicted than almost any other 
part of the State.” 

Bankruptcies for large amounts were of 
frequent occurrence. Mention is made, 
among others, of the bankruptey of a mer- 
chant-tailor in the little town of York, Penn- 
sylvania, who failed for the sum of eighty- 
four thousand dollars.* 

This was, indeed, an important affair in a 
town containing but three or four thousand 
inhabitants; but it sunk into insignificance 
when compared with some of the failures in 
the large cities. ‘‘ So extensive were these 
among the merchants of the cities east of 
Baltimore, that it seemed to be disreputable 
to stop payment for less than 100,000 dollars ; 
the fashionable amount was from 2 to 300,- 
000 dollars ; and the tip-top quality, the sup- 
port of whose families had cost them from 8 
tu 12,000 dollars a year, were honored with 
an amount of debt exceeding 500,000 dollars, 


* Weekly Register, November 9th, 1819. 
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and nearly as much as a million of dollars. 
The prodigality and waste of some of these 
were almost beyond belief: we have heard 
that the furniture of a single parlor possessed 
(we cannot say belonging’) to one of them, 
cost 40,000 dollars. So it was in all. the 
great cities—dash, dash, dash—venders of 
tape and bobbins transformed into persons of 
high blood, and the sons of respectable citi- 
zens converted into knaves of rank—through 
speculation, and the facilities of the abomina- 
ble paper system. ”’t ee! 
‘I am told that one merchant, who lately 
failed to the eastward, yet lives in a house 
for which, and its furniture, he was offered 
200,000 dollars in real money and refused it.” 
‘Scenes of speculation are revealed 


revealing that sober people had no idea of. 


Their effect penetrates through all classes of 
society. ‘The day-laborer feels it, and suf- 
fers, because Mr. Highflyer could sign his 
name prettily, and thereby cause his paper 
to pass through some of the banks. The 
farmer who improved his plantation by build- 
ing a costly dwelling on credit, is compelled 
to sell both farm and dwelling to pay the 
debts incurred in erecting the house !—a pipe 
of wine, or a Cashmere shawl, compels some 


merchants to stop payment! I have heard of — 


one man who failed for more than $500,0 


whose private wine vault, as it stood at the 


time of his bankruptcy, was estimated to 
have cost him $7,000. This is said to have 
happened in the sober city of Philadelphia.t 

“Twenty or thirty years ago, if a man 
failed for 100,000 dollars, the people talked 
as fearfully about it as about that time the old 
women did of the fulfilment of ‘ Love’s pro- 
phecies,’ who had determined that the world 
should come to an end before the close of the 
last century. But now, through the bless- 
ings of the ‘paper system,’ the facilities 
which it afforded, and the speculations it 
nourished, it is not decent for a man to break 
for less than 100,000; and if a person would 
be thought a respectable bankrupt, he ought 
to owe two or three hundred thousand or 
more. If with this extent of credit it should 
appear that he had not been worth one cent 
for twenty years, and was not entitled to be 
trusted for a pair of shoes, so much the bet- 
ter!—it is evidence of his qualities as a 
financier. And if, out of other people’s mo- 
ney, he has given his wife 50,000 or 60,000 
dollars, it shows his prudence in ‘ provid- 
ing for his family.’§ 


t Weekly Register, June 5th, 1819. 
T lb. June 12th. 
§ August 14th. 
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Post masters have a right to frank letters written by them. 
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BANKING HISTORY. 


We continue in the present number, pages 
313—320, the history of the great revulston oc- 
casioned by the operations of the banks in gene- 
ral, and of the United States Bank in particular, 
in the years 1819—21. Our sufferings in these 
present times are, as yet, hardly to be compared 
with what was endured in those days. But what 
we are yet to suffer, remains to be seen. 


When paper money banks are in what is com- 
monly regarded as an orderly condition, that is, 
paying specie, as they are at present in Great 
Britain and New England, they produce evils 
which never yet have been adequately described. 
When they are in a state of suspension, they pro- 
duce other evils, which we need not attempt to 
depict, as. every man south of New York, feels 
them in his business. But the evils which they 
produce when regularly paying specie, or when 
in a regular state of suspension, are as nothing 
when compared with the calamities they cause by 
efforts at resuming and sustaining specie pay- 
ments, especially if those efforts are ill timed and 
ill directed. Some of these disastrous effects 
may not be felt immediately, but they will come 
toacertainty. And then perhaps the people will 
see, that the welfare of the public would have 
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been promoted, by gradually winding up the 
banks, instead of endeavoring to rebuild the old 
system of fraud and iniquity. 


THE REVULSION. 


How far the present revulsion is to proceed, 
and how long it is to continue, no man can tell. 
The revulsion which began in 1818—19, cannot 
be said to have been over, as regards all parts of 
the country, sooner than 1828. But that was a 
revulsion which succeeded an inflation of the pa- 
per bubble in blowing up which the capital and 
credit of the people of the United States only had 
been employed. In producing that inflation, 
which reached its height in 1836, the capital and 
credit of all Europe as well as of America, were 
brought into play. 

As action and reaction are equal in morals as 
in physics, we ought to expect .the present revul- 
sion to exceed the former in the same proportion 
that the expansion of 1836 surpassed that of 
1318. Happily for us, Europeans are to share 
the losses with us. They own large amounts of 
our bank stocks, our State stocks, and our inter- 
nal improvement stocks. In the former revul- 
sion, the only losses they sustained, were through 
non-payment of commercial debts. 


Happily for us, also, the country is now much more 
able to bear a revulsion than it was in 1818—19., 
That came upon us only three years after we had 
come out of an exhausting war. This comes on 
us after we have been for twenty or thirty years 
in the enjoyment of peace. Yet diseases seem 
sometimes to be violent in proportion to the 
strength of the subject they attack. The writh- 
ings of a giant when in convulsions are fright- 


ul, 
' Thus far the revulsion has, at least in Philadel- 


phia and its neighborhood, taken a different direc- 
tion from what it did in 1818—19. Then it was 
felt most severely by holders of real estate. Now 
it is felt most severely by holders of stocks. 


When the former revulsion was at its height, 
the credit of the United States Government was 
so good, that its six per cents. readily brought 
104 in the market. Already is the credit of 
the United States Government reduced so low, 
that its six per cent. Treasury notes (securi- 
ties which are more easily negotiable than stocks) 
are below par. 

Then the credit of the State Governments was 
good. Now all the State Governments to the 
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south and west of New York, four or five only ex- 
cepted, are bankrupt. 

The present revulsion will probably be felt 
most severely in the disorders it will produce in 
the financial the States and the General 

v the affairs of 
the will ll if we es- 
cape from our Seadeat . dificultien, without entail- 
ing on the rising generation the curse of a per 
money issued by the authorities of the di 
States, or perhaps by those ‘of the United Sates, 


THE TIMES. 


Wm. H. Crawford, who was Secretary of the 
Treasury during the period in which the effects 
of the former bank revulsion were most sensibly 
felt, in one of his reports to Congress, described 
many parts of the country as having not only an 
unsound circulating medium, but not a sufficiency 
even of that. As like causes produce like effects, 
they who have studied the history and principles 
of paper money banking, will experience no sur- 
prise on learning that such is now the condition 
of some parts of the Union. A respectable farmer 
in Illinois, writes to us that he has not seen five 
dollars of any kind of money in the last three 
months. The Frankfort Yeoman speaks of money 
as being scarcer in many parts of Kentucky than 
it had been for very many years. And Mr. Piper, 
a member of the Virginia House of Delegates, 
gives the following statement of the condition of 
affairs in that ancient Commonwealth, 






“The pecuniary embarrassment that now per- 
vades every portion of the Commonwealth, threat- 
ening ruin and disaster to all classes of society, 
is a fact as notorious as it is deplored. But how- 
ever greater or however grievous this calamity 
may be in other sections of the Commonwealth, 
from various and peculiar circumstances it presses 

with accumulated violence and intensity on the 
south-western portion of Virginia. ‘The intelli- 
gence received from every part of that country by 
every mail that reaches this city, discloses a scene 
of suffering, of anguish, and distress, that can 
one be imagined. 


“From the total absence or entire destitution 
of a circulating medium of any kind, money has 
ceased to be the standard of value of any thing. 
And instances are of constant and daily occur- 
rence of valuable property being sold under exe- 
cution for considerably less than what is sufficient 
to pay the officer’s fees ; ane the unfortunate 
debtor bereft of his property—perhaps his only 
horse or his only cow, by which he was able to 
procure a subsistence for his family ; ; and leaving 
the debt not only undiminished in any degree, but 
even greater than it was at first. Nor is this 
state of things confined to any particular class of 
citizens, but with a few individual exceptions it 
extends itself to all classes of the community.” 
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Let no man be surprised if this should be the 
condition of affairs in many parts of the country. 
It is but the necessary consequence of revulsions 
in our banking system. 

‘Tosupplant paper money gradually by 
‘would a a task, if the proper sec 
were taken in the proper manner, and at the pro- 
per time. But bank revulsions deprive the peo- 
ple of the currency to which they have been ac- 
customed, and cause the specie which is in the 
country to be hoarded more closely than ever. 
When every thing is falling in price, and every 
man is afraid to trust his neighbor, gold and silver 
come to be regarded as, if not the only profitable, 
the only safe investment. The daily trade is 
then (forced sales excepted) reduced to what is 
necessary to supply daily consumption. Many of” 
those engaged in the preparation of fabrics to sup-. 
ply a future demand, are consequently deprived 
of employment; and distress pervades every por-- 
tion of the comrmanity. 


“THE SCLENCE OF CURRENCY.” 


In every man’s notions of currency, there is 
more or less of truth, and probably in every Wo- 
man’s also. And it is very well that it is so, as. 
otherwise neither man nor woman could go 
through with his or her daily business. 

Go to your fish woman on Market street wharf, 
and offer to her a one dollar note of the Berks 
County Bank. “ Sir,” she will tell you, “notes 
of that bank will not pass now.” Display to her 
then the contents of your pocket book, and let her 
have her choice of Indiana, or Illinois, or Ala- 
bana, or Georgia paper. “Sir,” she will say, «{ 
know nothing about the notes of those distant 
banks. Please to give me a city note.” You of- 
fer to her a Moyamensing note, or, peradventure, a 
Penn Township. “ Sir,” she will tell you, “ those 
notes were very good a short time ago, but they 
are now below par. Please to give me a note on 
one of the other city banks.” 

Go then to your broker on Third street. His 
knowledge of currency exceeds your fish woman’s. 
He knows the price that Illinois, and Indiana, and 
Alabama, and Georgia notes we in the market, 
and will give you carrent funds in exchange for 
them. 

Next step into the warehouse of a merchant, 
not of a well read, reflecting, intelligent mer- 
chant, but one of that numerous class of traders 
whose mental vision is bounded by the four walls 
of their own counting houses. He has to make a 
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remittance to New York, and you will find that 
he has that knowledge of exchanges which will 
enable him to make the remittance at the least 
cost possible. 

Then, enter one of our paper money banks, and 
converse with the cashier, and you will find that 
his knowledge of the rates of exchange, foreign 
and domestic, and of the easiest and cheapest way 
of making remittances, excels the merchant’s ex- 
actly in proportion to the amount of transactions 
of this kind that he has daily or weekly to per- 
form. . 

You wonder, perhaps, to find people of so Jittle 
general intelligence, so very knowing on this 
particular subject. You ought not to wonder at 
it. They could not carry on their business with- 
out it. Bills of exchange are commodities, and it 
requires no more intellect to deal in them, than 
in cotton or insugar. Perhaps it requires less. 

Enter into a closer conversation with these 
people, and you will probably find that though 
their notions of money as a mere circulating me- 
diuan are as correct as may be, they have no no- 
tions whatever of money as a standard of value, 
and as a measure of value; or, if they have any, 
they are ascrude and as vague as possible. Your 
fish woman willtell you, perhaps, that * gold and 
silver have no intrinsic value, inasmuch as they 
can not be either eat or drunk.” Your merchant 
will tell you, “that there is not gold and silver 
enough in the world to serve the purposes of mo- 

ney,” and your broker and your banker will unite 
in affirming this declaration. - 

You wonder, perhaps, that people who know so 
much about money in one of its functions, should 
be so very ignorant of it in other respects. But 
you ought not to wonder at it. Your grocer 
weighs out your coffee and your sugar to you with 
great accuracy: but does he know any thing of 
the deep philosophy that is connected with weights 
and measures? If you should tell him that any 
given mass of matter, whether of coffee or sugar, 
or gold or iron, sustains an alteration in weight, 
every time it is carried a certain distance above 
or below the level of the sea, he will probably 
listen to you with doubt, or, if he takes you at 
your word, he will thank his stars that so much 
science is not requisite for weighing out coffee 
and sugar. 

It is so with the broker, the banker, and the 
mere merchant. Their special concern with mo- 
ney is as a circulating medium, and not as a 
standard or measure of value. And as success in 
business depends much less on acquaintance with 
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scientific principles, than on an accurate know- 
ledge of details, it is to the acquisition of this latter 
knowledge that they devote all.their attention. 
And so successful are they in acquiring this 
knowledge of details, that the ablest writers on 
money that ever lived, Sir Isaac Newton, John 
Locke, Adam Smith, or Jean Baptiste Say, would, 
if brought into competition with the least ‘intelli- 
gent of our brokers and bankers, prove very un- 
equal to them in the noble art of “turning a 
penny.” 

The mischief of it is, that those people whose 
business compels them to acquire a knowledge of 
practical details, because they know something 
about money, suppose they know every thing. 
They are ignorant of the fact that there is A 
Science or Currency, or a regular system of 
truths relating to money and its substitutes, and 
that this science, in order that it may be acquired, 
must be studied diligently as other sciences are. 
With their knowledge of details, which in its 
kind is admirable, they connect some of the 
vaguest notions possible th regard to money in 
some of its most important functions, and every 
man who does not agree with them in opinion, is, 
in their view, a mere theorist. | 

We beg not to be misunderstood. There are 
many merchauts, many brokers, and many bank- 


ers, who have a competent knowledge of The 


Science of Currency. But they have acquireda 


‘knowledge of this science, as they have acquired 


a knowledge of other sciences, by study. They 
did not get it by intuition, Neither did they get 


‘it by practical attention to the details of their 
‘business. In bringing this science to its present 


state of perfection, many of the finest minds in 
the world have been employed, and the experience 
of many countries and many ages has been brought 
into requisition. To see the whole extent of 
truths which have thus been brought together, 
and, what is of great importance, to see them in 
their proper connection, is impossible without a 


study of the writings in which they are to be 


found, 


THE BANK OF HAMBURGH. 

The Barik of Hamburgh, Germany, is merely 
a bank of deposit; but is found to answer an ex- 
ceedingly and extensively useful el = in faci- 
litating commercial transactions. The money 
deposited with it, lies in its vaults. The person 
who has a thousand marks standing to his credit 
on the books of the institution, knows that he 
actually has so much silver in its cellar, and that 
the figures under his name in the folio of the bank 


ledger, are actually represented by bullion, and 
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that he can obtain the a UN at 8 ™ement’s no- 
tice. While a bank thU® Consti\\ted carinot, 
evidently, afford any interest \o those having mo- 
ney deposited with it, it is plain that its deposits 
consist of only the unemployed capital of the city, 
and such amounts as are required tor wholesale 
transactions, and transferred from the accounts of 
one merchant to those of another. Acertainsum 
is paid by those who have the privilege of keeping 
an account with the bank, and the amount of this 
is regulated by the number of folios that are re- 
quired to be written in the books of the establish- 
ment during a twelve month. ‘The rate is under- 
stood to be adollar foreach folio. Asmall amount 
is also charged for warehouse rent, on each sum 
deposited. The bank derives an additiona! in- 
come from dealing in exchanges. 

The Bank of Hamburgh has been in existence 
for more than two hundred years; and no doubts 
have ever been raised as to the fidelity of its 
management. When the French captured Ham- 
burgh, they plundered the Bank, but afterwards 
they restored to it its treasure. 


THE BANK OF AMSTERDAM. 


This Bank, like the Bank of Hamburgh, was 
merely an office of deposit and transfer, not a 
bank of issue and discéunt. Of the amount of the 
treasure possessed by it, various conjectures have 
been made. 

When the new Stadthuys was erected, the 
bank office was removed into a large vault in that 
magnificent structure; “ where,” says Sir Wo. 
Tempce, in his Observations on the United Pro- 
vinces, “is the greatest treasure, either real or 
imaginary, that is known any where in the 
world; and whoever is carried to see this bank, 
shall never fail to find the appearance of a mighty, 
real treasure, in bars of gold and silver, plate, and 
infinite bags of metals, which are supposed to be 

old and silver, and may be so for aught I know. 
But the Burgomasters only having the inspection 
of the bank, it is impossible to make any calcula- 
tion or guess what proportion the rea] treasure 
may hold to the credit of it.” 

Anperson, in his History of Commerce, in 
commenting on this passage, says, “it is gene- 
rally taken for certain by all others who have writ- 
ten on this bank, that there is either cash, or bu)- 
lion, or spare jewels, lodged in the vaults of the 
Stadthuys, equal to the amount of the whole cre- 
dit of the bank.” 

A French author, referred to by ALLDRIDGE in 
his “Universal Merchant,” made the total of 
treasure by the bank, 400 million guil- 
ders, whichsum is swelled in the Amsterdam edi- 
tion of the same work to 800 or 900 millions. 
The first sum is equal to 160 million dollars, the 
second to 320 millions or 360 millions——an 
enormous amount of treasure, certainly, to be col- 

ted in one place. 
parte Deeiet to be well assured, that the 
amount was at least 36 millions sterling; and 
from 30 to 36 millions sterling, or from 145 to 
174 millions of dollars, is the sum generally 
upon by writers. 
Teint eiaied into the Principles of the Ame- 
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rican Banking System,” Chapter VI, we have 
said, speaking of the Bank of Amsterdam, * Mil- 
lions of money which the merchants had deposited 
in its vaults, were lent by the Bank tothe East 
India Company, and to the provinces of Holland 
and West Friesland. The fact was kept 
secret, but was discovered when the Fe 
entered Amsterdam in 1794.” - 

In making this statement, we were gover 
by the common historical authorities. itis 
proper to state what we have lately learned from 
a highly respectable merchant, whose busimess 
has occasionally called him to Holland. He got 
the confidence of the burgo-roasters, and they, im 
referring to these historical statements, mentioned 
that it would not be politic openly to contradict 
them, but denied that they were true. They 
affirmed that on the approach of the French, the 
money was secretly removed from the Bank, and 
such entries made in the books as to induce their 
invaders to believe, that it had been ptiti 
loaned. They laughed at the success of 
stratagem. 

The gentleman from whom we have this state- 
ment, firmly believes it to be true, And Al- 
dridge, in an edition of his “ Universal Merchant,” 
published in 1797, adduces a many argu- 
ments to show that the Bank of Amsterdam was 
always faithfully conducted. Some of his re- 
marks we give below. 

“ The transactions of this bank are said to be 
confined within the real amount of treasure which 
it possesses, or, in other words, that for all the 
credit which is given in the books, it retains a 
correspondent value in bullion or coin. it on 
this point there has alwaysexisted a diversity of 
opinions and conjectures, and though not ascer- 
tainable but by those who are in the immediate 
management, yet it is almost universally believed 
by those persons who have the greatest interest In 
the credit of the bank, and the best opportunity to 
scrutinize. This belief is also confirmed by some 
corroborative circumstances which I here 
mention. : 

“In every politieal revolution, the promoters 
always endeavor to stigmatize their predecessors 
with corrupt or unfaithful practices: but this 
charge does not appear to have been ever exhi- 
bitec against the persons in the man of 
the bank, in any of the convulsions to which the 
city of Amsterdam has been exposed. 

“When the French army was at Utrecht in the 
year 1672, and threatened the reduction of Am- 
sterdam, the bank continued to pay every de- 
mand that was made upon it with prompti 
Many of the pieces of coin which were then 
brought out of the treasury, bore the evident 
marks of injury by the fire which happened in 
the town house soon after its erection. 

_ These facts confirmed the public in the opi 
ion which they had previously entertained, of 
fidelity in the successive directors of the bank. 
These directors are the four reigning burgomas 
ters for time being, who are changed ew 
year; each successive set receiving t 

ae aren after a strict conan 
of its real value with the correspon 
itin the books. As this form cond usteae 
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all that solemnity which a sacred oath, a regard 
to character, and the general importance of the 
transaction demands, | think we my safely con- 
clude @hat the public opinion is well founded.” 

In another passage, Al/dridge says, “ when- 
ever a deposit is withdrawn, it is always delivered 
in ‘the bag in which it was originally deposited.” 
A practice like this, was admirably adapted for 
insuring fidelity in the management of the trust. 





OBITUARY. 


Within the last year we have, in Philadelphia, 
lost, by death, three of the best of our Political 
Economists. 

The first of these in the order of mortality, was 
James Ronaupson. He departed this life on the 
29th of March, 1841, aged-72 years. From the 
year 1792 or 1793, he was active,in his opposi- 
tion to the paper money system, endeavoring, by 
conversation, by occasional publications in the 
newspapers, and by small pamphlets published at 
his own expense and gratuitously distributed, to 
inculcate the true doctrines of money and of cre- 
dit. 

The next was Patup H. Nickuin. He died 
March 2d, 1842, aged 56 years. He was the 
first to give the American public an edition of 
Say’s Political Economy. He was also the pub- 
lisher of Vethake’s Political Economy. And in 
various ways, by his pen and his purse, he con- 
tributed to the diffusion of the principles of a 
science which he justly regarded as the most im- 
portant of the secular branches of knowledge. 

The third wasConpy Racuet. Hedied March 
20th, 1842, aged 58 years. As a writer on cur- 
rency, banking, and other branches of Political 
Economy, he has been known to the public for 
nearly thirty years. Some pa of a report 
which he made to the Senate of Pennsylvania in 
1820, will be found in our present number, com- 
mencing on page 313, Other extracts from the 
same report, will be found in No. 16, pages 253- 
5; and in No. 17, page 266; and in No. 18, page 
286. On page 252, in No. 16, will be found an 
extract from another report he made to the same 
body in 1821. : 

f late years he has been the most zealous and 
the most industrious of all the Political Econo- 
mists of the United States. No less than four 
journals were established by him with a view of 
diffusing a knowledge of this science, namely, 
The Examiner and Journal of Political Economy, 
The Free Trade Advocate, The Banner of the 
Constitution, and The Financial Register. As 
Editor of the Philadelphia Gazette, which post he 
occupied for some time, he opposed the schemes 
of folly which are now involving our State in ruin 
and disgrace. He also published a valuable trea- 
tise on Banking and Currency, and a volume of 
Essays on Free Trade. 

As the opponents of the present banking Ve 
tem are not unfrequently denounced as a “de- 
testable set of loco-focos, agrarians, levellers, 
destructives, infidels and atheists,” it may not be 
amiss to give some further account of the three 
gentlemen whose deaths are above recorded. 

With Mr. Ronaldson and Mr. Raguet our inti- 
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macy was very close and of many years’ duration. 
Our intimacy with Mr. Nicklin was not of so long 
standing, but it was sufficient to enable us to ap- 

reciate the excellent qualities of his head and his 


eart. 

The ere ay of private friendship might be 
supposed to affect any testimony we might bear 
in their favor. We shall, therefore, refer to the 
citizens of Philadelphia generally : and we believe 
they will, without distinction of party or opinion, 
unite in declaring that these three genilemen 
were among the most worthy of our citizens, 

Mr. Ronaldson was a great friend to the useful 
arts, and spent much time and much money in 
endeavoring to bring them to perfection among us. 
With this object in view, he paid several visits to 
Europe. He was the first to introduce into the 
United States the important art of type founding ; 
and to several other useful arts, he gave so much 
encouragement at their commencement, as con- 
tributed in no small degree to their successful 
establishment. He did not confine his attention 
to the different branches of mechanics and manu- 
factures, but labored much also for the improve- 


-ment of agriculture by introducing various new 


species of plants into the country. By his indus- 
try, intelligence and economy, he acquired an 
ample estate. By his will, after making suitable 
provision for his relatives, he distributed as much 
pert as fifty thousand dollars, in legacies of 
rom 500 to 4000 dollars, among widows and 
others in the circle of his friends. But he acted 
true to his principles, in leaving nothing to corpo- 
rations, ecclesiastical, scientific, or charitable ; 
net a small legacy to the Franklin Institute, of 
which he was one of the founders: and another 
to the Philadelphia Cemetery Company which 
owed its establishment to his exertions. He had 
seen too much of the abuses of corporate trusts to 
be willing to pee confidence in any of them : and 
all he left to the Franklin Institute was the amount 
of a bond for 500 dollars due by it to him; and to 
the Cemetery Company certain lots in their bu- 
rying ground. Peculiar circumstances induced 
him to make these trifling exceptions in favor of 
these two associations. 

Though Mr. Ronaldson, in the practice of the 
Christian duties, excelled many who are very loud 
in their religious professions, he was not formally 
connected with any ecclesiastical body. But 
Mr. Nicklin and Mr. Raguet were among the 
leading laymen in their respective churches: Mr. 
Nicklin in the Protestant Episcopal] Church, and 
Mr. Reger in the New Jerusalem Church. 

Mr. Nicklin was a member of the Missionary 
Board, a trustee of the General Theological Semi- 
nary, a delegate to the Genera] Convention of the 
Church, and a member of the Standing Commit- 
tee (or Bishop’s Council, as it is popularly called) 
of the diocese of Pennsylvania. ‘The Banner of 
the Cross, and the Episcopal Recorder, both pub- 


lished in this city, bear the highest possible testi- 
mony in favor of his talents, his piety, and his 
usefulness. His pastor, the Rev. Dr. Dorr, Min- 


ister of Christ Church, and Rev. Dr. Doane, the 
Bishop of New Jersey, concur in declaring that 
he was, on theological subjects, the best read lay- 
man they ever were acquainted with. This, how- 
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ever, is but feint praise, compared with what these 
gentlemen say of Mr. Nicklin’s moral character. 

Mr. Raguet was one of the gentlemen who was 
most active in organizing the New Jerusalem 
Church, in the United States. He wasa member 
of their first General Convention, which was held 
in this city in the year 1817, and we believe he 
was the originator of the call for that convention. 
Of many subsequent Conventions he was a mem- 
ber, and in various ways he labored for the diffusion 
of the doctrines of a Church, of the truth of which 
he was most firmly convinced. He died in great 
ee and left a particular request that if his 

iends took any notice of his life or of his death, 
they would declare, as from him, that whatever 
ability he had had todischarge his duties to so- 
ciety, and that whatever there was worthy of ap- 

roval in his conduct and character, he owed to 

is belief in the Christian religion, as set forth in 
the writings of Emanuel Swedenborg. 

To those who know nothing of the writings of 
Baron Swedenborg except from common report, 
it may seem stranve that so close a reasoner as 
Mr. Raguet was on all questions of Political 
Economy, should have embraced a system which 
a have been led to believe is nothing but a 
collection of the wildest vagaries of the imagina- 
tion. If he erred here, he erred in company with 
many other men of good general intelligence. In 
proportion to their numbers, the New Jerusalem 
society in Europe and America, embraces more 
literary and scientific men than are to be found in 
any other religious communion. Connected with 
* the visions” in Swedenborg’s writings, there is 
a very deep system of religious philosophy, taking 
in the whole circle of moral, intellectual, and 
physical nature. Whether the system is false or 
true, is to be judged of after careful and candid 
examination, and not from common report. We 
are not to be understood as expressing any opinion 
of its truth or falsity. 

Mr. Raguet was originally a merchant. By the 
revulsion of 1818-19, he was suddenly reduced 
from affluence to poverty. It was his own expe- 
rience in part that opened his eyes to the true na- 
ture of our paper money system. He started in 
life with the opinion so common among merchants, 
“that our banking system is all right in principle, 
and that the evils it produces are all owing to er- 
rors in its management.” We need not say to 
what extent inquiry and observation compelled 
him to modify this opinion. His own writings 
show it. 

After the expiration of his term of service as a 
Senator of Pennsylvania, Mr. Raguet was a 
pointed Consul at Rio Janeiro, and subsequently 
Chargé d’ Affaires at the Court of Brazil. His 
situation here during the latter part of the time, 
was a very trying one. The Brazilians searched 
our vessels, captured our ships, impressed our 
seamen, and imprisoned our citizens. They per- 
petrated against us nearly all the offences for 
which we, in 1812, went to war with Great Brit- 
ain. In vain did Mr. Raguet protest against these 
outrages. The government at home (Mr. Adams 
being then President, and Mr. Clay Secretary of 
State) did not send a single ship of war to that 
station, nor did he receive from them a single line 


of instructions. Under these circumstances, no 
course was left - _ but to in the ao of 
negotiations to Washington. Heaccordingly em- 
barked for the United Tadien and the Brazilian 
Authorities, seeing from this bold movement that 
they would no longer be permitted to trample with 
ay on American rights, immediately de- 
spatched Mr, Rebello after him to make the pro- 
per concessions to the United States Govern- 
ment. 

The usage of all Governments is, when a diplo- 
matic agent is compelled in the discharge of his. 
duty to leave his to give him another of at 
least equal dignity. This act of justiee the Ad- 
ministration then in power neglected to perform 
to Mr. Raguet: and we regret to add, that the 
Administration which succeeded it, failed to reme~ 
dy the wrong he had sustained. 

From the time of his return from Brazil, Mr. 
Raguet was chiefly employed in editing various 
journals of Political Economy, till within a few 
years of his death, when he was appointed Presi- 
dent of the Atlantic Insnrance y of this 
city. It was point of conscience with him, to 
make the discharge of the duties of any station to 
which he was appointed, his object of primary 
concern. From this time, consequently, the du- 
ties of his office, and those of President of the 
Chamber of Commerce, and other honorary posts 
which he filled, occupied most of his attention. 
But he did not abandon his favorite studies.— 
Much of his leisure out of office hours was em- 
ployed in writing essays for the public papers in- 
tended to elucidate various questions of Political 
Economy. He never meddled with personal poli- 
tics ! 

To some, an obituary notice may at first seem 
out of place in such a periodical as the Journal 
of Banking. But when they reflect on the deep 
interest Messrs. Ronaldson, Nicklin and Raguet, 
took in the question, and the length of time they 
labored for the advancement of such objects as we 
have in view, they will see that our Journal 
would be incomplete without some notice of their 
lives and labors. 

The friends of sound currency and sound credit 
have, moreover, borne too Jong in silence the re- 
proach of being “a miserable set of loco-focos, 
disorganizers, radicals, levellers, destructives, 
agrarians, infidels, and atheists.” We must, at 
Jeast when our leading men die, be permitted to 
vindicate their memory from such aspersions. 

If our limits would allow us to give at length 
the various testimonials respecting James Ron- 
ALDSON, Putire H. Nicki, and Conny Racvuer, 
that have appeared in different political, religious, 
and scientific periodicals, they would be found 
fully to sustain all that we have said of their ex- 
cellence of conduct and of character. 


BANK FAILURES. 

In this number we have to record the failure in 
Philadelphia of the Penn Township Bank, the 
Mechanics, the Manufacturers & Mechanics, 
and the Moyamensing. In the interior of Penn- 
sylvania, of the West Branch Bank at Williams- 

rt, the Berks County Bank at Reading, and the 
Northampton Bank at Allentown. 








At New Orleans, of the Merchants, the Im- 


provement, the Atchafalaya, the Orleans, and 


the Exchange Bank. 

In Ilinois, of the State Bank of Illinois at 
Springfield, and of its numerous branches in dif- 
ferent parts of the State. : 


And in New York of the Clinton County Bank. 





BANK DEFAULTS. 

Mr. Sircon O'Callaghan, paying teller of the 
Atchafalaya Bank at New Orleans, has proved to be 
a detaulter to a large amount,—according to report 
from one hundred and fifty to two hundred thou- 
sand dollars, 

He has gone off, it is said, with Mr. Edward 
Yorke, late president of the Exchange Bank, and 
purchaser of the Merchants’ Bank, who is said 
also to be a defaulter to a large amount, 

Mr. Thomas L. Budd, clerk of a bank at Nash- 
ville, Tennessee, has been convicted of embez- 
zling its funds, and making false entries in its 
books, and sentenced to five years’ imprisonment. 

From the statements in the western papers, there 
seems to be no longer any doubt that Mr. Wm. 
McK. Ball, late cashier of a branch of the Real 
Estate Bank of Arkansas, is a defaulter. He 
threatened, as our readers may recollect, to visit 
with signal punishment those who had brought 
this charge against him; but it appears that he 
has made his final escape to Texas. = 

Mr. Hosea Levis, former cashier of the Schuyl- 
kill Bank of this city, has left Texas, and is now 
on his way to Louisville, to give testimony in a 
case which is intended to decide the question 
whether the Schuylkill Bank or the Northern 
Bank of Kentucky is to be responsible to those 
who purchased certificates of the stock of the 
Northern Bank of Kentucky, fraudulently issued 
in this city. It is thought the testimony of Mr. 
L. will be very interesting, and that it will throw 
on others part of the censure which he has hith- 
erto had to bear alone. 


“4 ee Saar neeeeT “ 
7 PENNSYLVANIA. 3 

Delegates from about sixteen of the country 
‘relief banks” met at Lancaster about two weeks 
since, and passed resolutions declaring that they 
were, by the provisions of ‘the relief act,” ex- 
empted from the operations of the “resumption. 
jaw.” They agreed, however, to pay out silver 
for the purposes of small change, and some of them 
have since effected at least a nominal resumption 
on all demands payable at sight. 

Country relief notes, which are bought by our 
city brokers at 20 and 25 per cent. discount, are 
said to be paid out by the State Treasurer at par ; 
and the public creditors are forced to take them 
or take nothing. 

A correspondent of one of the papers, affirms 
that the movement for immediate resumption has 
operated ina manner very different from what was 
intended by some of those who were apparently 
most desirous of a return tospecie payments. He 
says, the object they really had in view was to 
coerce the banks that did not accept the law, into 
the issue of a new batch of “relief notes;” and 
he declares that the floating debt of the State 
amounts to siz million dollars! Surely there is 
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some mistake here. The committee of the House 
of Representatives reported a bill for the issue of 
only 1,800,000 dollars of pe dimetns. 5 al 

ills to impose additional taxes have been re- 
ported, and are talked about, but are not passed 
into laws. Asa former tax bill, which was, ac- 
cording to calculation, to have yielded by a certain 
period 500,000 dollars, uced but thirty thou- 
sand, it is evidently much easier to legislate about 
revenue than to collect it in Pennsylvania. And 
as the most the State will receive for tolls and 
taxes will be in its own depreciated bills of credit, 
it will be destiute of available means for paying 
to foreign creditors the interest on the funded debt 
due in August next. Under these circumstances 
it is not surprising that the stock of the State 
should be daily falling in value, and that some 
cases have occurred of five per cents. being sold 
at 35 for 100 paid. As the claims of the contrac- 
tors and laborers on the public works were, in 
February last, postponed to make room for the 
claims of the holders of stocks, why should not 
the claims of the holders of stocks be postponed 


in August next, to make room for the claims of. 
the contractors and laborers? Yet the holders of’ 


State stocks ought not to sacrifice them. The 
State’s rail-roads and canals will ultimately be: 
transferred to them, and these, though they hardly’ 
pay expenses when under the management of of- 
ficers of Government, may become productive 
when under the control of a company. 

Petitions have been sent to the Legislature from. 
both the eastern and western parts of the State,, 
to pass an act “to prohibit brokers from shaving: 
the relief notes!!” This, our readers will say,. 
shows little knowledge of the nature of circula- 
ting credit. What will they say when we tell. 
them that a bill intended to coerce a circulation. 
of relief notes at par, was not long since intro-. 
duced into our House of Representatives, and ac- 
tually received the votes of 37 members of that 
honorable body! 

FINANCES OF THE UNITED STATES. 

Treasury notes bearing 6 per cent. interest 
having been sold in New-York and Philadelphia 
at five or six per cent. discount, and in Washing- 
ton itself at five per cent. discount. 

The Government is getting alarmed, and not 
without cause. The President has sent a message 
to Congress, recommending a repeal of * the dis- 
tribution act,” and additional taxes in the form of 
an increase of duties on imports. Both these mea- 


’ suresare necessary to place the creditof the United 


States on a firm basis, But something should be 
done immediately: and we know of nothing more 
eligible than funding part of the treasury notes 
now out, at 7 per cent. interest. It is on thisprin- 
ciple the British Government acts, when it finds 
that it has issued exchequer bills in excess. 

As toan old fashioned loan, supposing it possi- 
ble to negotiate it, it could be got only from the 
banks, or the depositors in- the banks, and a loan 
of bank credits to any great amount to Govern- 
ment, would greatly increase the present commer- 
cial embarrassments, even if it should not lead to 
a general suspension of specie payments by the 
banks of New-York and New-England. q 
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312 PRICES OF BANK NOTES AND SPECIE. 


PHILADELPHIA, 

We mentioned in our last, that on Monday, 
March 14th, our banks should have resumed spe- 
cie payments, according to “ Act of Assembly.” 
But they did not resume on Monday, nor on 
—. nor on Wednesday, nor on Thursday. 

Nor did some of them so much as attempt to 
resume, for they found they could not stand “ the 
runs” that were made upon them, not for specie, 
‘but to exchange one bit of paper for another.— 
The Penn Township broke, and then the Me- 
chanics, the Manufacturers, and the Moyamen- 
sing. They had, in the aggregate, a capital of 
2,500,000 dollars. Add this to the capital of the 
United States Bank, the Girard, the Pennsylva- 
nia, and the Schuylkill, and it makes a total of 
$ 46,250,000. In old times, banks used to break 
in Boston, in New York, and in Baltimore; but 
no instance occurred of a bank failure in Phila- 
delphia till Mr. Levis, by his superior financier- 
ing caused the Schuy|kill Bank to stop payment. 

he Banks which now remain are the Phila- 
delphia, the Commercial, the Farmers and Me- 
chanies, the North America, the Northern Lib- 
erties, the Southwark, the Western, the Kensing- 
ton, and the Germantown, having in the aggregate 
a nominal capital of about seven million dollars, 
but a real capital of only one-third or one-fourth of 
that amount if the price their stock bears in the 
market is any test of its value. 

These nine banks resumed specie payments on 
the 18th and 19th of March, and their conduct 
has been imitated by all the banks inthe State of 
Delaware, (five in number, or nine if their branches 
be included,) by six banks, it is said, in West 
Jersey, and by about fifteen in the interior of 
Pennsylvania. 

It is almost unnecessary, we presume, to say 
that we look upon such a resumption as this, as one 
of the effects of the paper money disease. Had 
a different method been adopted, hundreds of 
thousands of dollars might have been saved for 
the noteholders, hundreds of thousands for depo- 
sitors, and hundreds of thousands for those widows, 
orphans, and others, who have invested their Jittle 
all in bank stock. But, as was observed in our last 
number, no instance is on record of a paper mo- 
ney system being reformed. In all countries into 
which it has been introduced, the enormity has 
gone on increasing till it has exploded. And this 
resumption may only hasten a general explosion, 
which, according to the signs of the times, is not 
far distant. 





BANK OF THE UNITED STATES. 

The case of Nicholas Biddle, Joseph Cowper- 
thwaite, and John Andrews, accused of a conspi- 
racy to defraud the stockholders of the Bank of 
the United States, was brought before a Judge of 
the Court of Common Pleas, on a writ of habeas 
corpus. After a full hearing, the Judge refused to 
discharge them, chiefly, as it would appear, on 
technical grounds. They then had their case 
brought by writ of habeas corpis before the Judges 
of the Court of General Sessions, who have not, 
as yet, given their decision. 





To? We have some acknowledgements to make, but are 
obliged to defer them to our next number. 

The “ History of Banking from 1818-19 to 1819-20,” begun 
in our last, is continued on the next page. 
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‘* The Federal Gazette of the 18th instant, 
contains siz solid, formidable columns of ad- 
vertisements, by order of the commissioners 


for conferring the benefit of the ‘ insolvent. 


laws’ of Maryland—in all about sixty—which 
give the names, perhaps, of nearly one-third 
of the persons who are ‘ going through our 
mill’ just at this time; several of whom are 
those that lately counted their affairs by hun- 
dreds of thousands, or by millions of dollars ; 
who erected palaces, and furnished them with 
a degree of magnificence superior to that 
which many German princes aspired to—who 
still live in splendid affluence, and indulge 
themselves in the most luxurious viands— 
their wives and children, or some kind rela- 
tive, having been made rich through their 
swindlings of the people.’’* 

On the ninth of December, a committee 
of the Senate of Pennsylvania was appointed 
to inquire into the causes and extent of the 
public distress, and on the 29th of January, 
1820, the committee made a report, through 
Mr. Raguet, their chairman. In it they 
said— 

“In the performance of a duty of such 
high importance as that which has been in- 
trusted to your committee, they have felt it 
incumbent on them to enter at large into the 
investigation of the subject contemplated by 
their appointment, in order that the people of 
the present day may be correctly informed 
as to the extent and causes of the evil by 
which they are oppressed, and that the rec- 
ords of the House may be furnished with a 
document, which may afford evidence at a 
future day of the miseries which it is possi- 
ble to infliét upon a people by errors in legis- 
lation, and by the bad administration. of in- 
corporated institutions. , a | 

‘“‘In ascertaining the extent of the public 
distress, your committee has had no difficul- 
ties to encounter. Members of the legisla- 
ture from various quarters of the State, have 
been consulted in relation to this subject, and 
their written testimony in answer to interro- 
gatories submitted to them by the committee, 
has agreed, with scarcely a single exception, 
on all material points. With such arespecta- 
ble weight of evidence, added to that which 
has been derived from the prothonotaries, re- 
corders and sheriffs of the different counties, 
from an intercourse with numerous private 
citizens residing in different parts of the State, 
as well as from the various petitions presented 
to the legislature, your committee can safely 
assert, that a distress unexampled in our 


* Weekly Register, October 23d, 1819. 
Q* 
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country since the period of its independence, 
prevails throughout the commonwealth.— 
This distress exhibits itself under the varied 
forms of— 

‘*« 1. Ruinous sacrifices of landed property 
at sheriff ’s sales, whereby, in many cases, 
lands and houses have been sold at less than 
a half, a third, or a fourth of their former 
value, thereby depriving of their homes, and 
of the fruits of laborious years, a vast num- 
ber of our industrious farmers, some of whom 
have been driven to seek, in the uncultivated 
forests of the west, that shelter of which they 
have been deprived in their native State. 

‘*2. Forced sales of merchandise, house- 
hold goods, farming stock, and utensils, at 
prices far below the cost of production, by 
which many families have been deprived of 
the common necessaries of life, and the im- 
plements of their trade. 

‘3. Numerous bankruptcies and pecuni- 
ary embarrassments of every description, ‘as 
well among the agricultural and manufactur- 
ing, as the mercantile classes. 

“4, A general scarcity of money throughout 
the @untry, which renders it almost impossi- 
ble for the husbandman or other owner of real 
estate to borrow at a usurious interest, and 
where landed security of the most indubita- 
ble character is offered asa pledge. A simi- 
lar difficulty of procuring on loan had ex- 
isted in the metropolis previous to October 
last, but has since then been partially re- 
moved. 

“5. A general suspension of labor, the 
only legitimate source of wealth, in our cities 
and towns, by which thousands of our most 
useful titizens are rendered destitute of the 
means of support, and are reduced to the ex- 
tremity of poverty and despair. 

‘*6. An almost entire cessation of the 
usual circulation of commodities, and a con- 
sequent stagnation of business, which is lim- 
ited to the mere purchase and sale of the ne- 
cessaries of life, and of such articles of con- 
sumption as are absolutely required by the 
season, | : 

“7. A universal suspension of all lar 
manufacturing operations, by which, in addi- 
tion to the dismissal of the numerous produc- 
tive laborers heretofore engaged therein, who 
can find no other employment, the public 
loses the revenue of the capital invested in 
machinery and buildings. 

*¢§,. Usurious extortions, whereby corpo- 
rations instituted for,banking, insurance, and 
other purposes, in violation of law, possess 
themselves of the products of industry with- 
out granting an equivalent. 
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‘©9, The overflowing of our prisons with 
insolvent debtors, most of whom are confined 
for trifling sums, whereby the community 
loses a portion of its effective labor, and is 
compelled to support families by charity, 
who have thus been deprived of their pro- 
tectors. 

‘10. Numerous lawsuits upon the dockets 
of our courts and of our justices of the peace, 
which lead to extravagant costs and the loss 
of a great portion of valuable time. 

**11. Vexatious losses arising from the 
depreciation and fluctuation in the value of 
bank notes, the impositions of brokers, and 
the frauds of counterfeiters. 

‘12. A general inability in the community 
to meet with punctuality the payment of debts 
even for family expenses, which is experi- 
enced as well by those who are wealthy in 
property, as by those who have hitherto re- 
lied upon their current receipts to discharge 
their current engagements. ; 

* With such a mass of evils to oppress 
them, it cannot be wondered at that the peo- 
ple should be dispirited, and that they should 
look to their representatives for relief. @®heir 
patient endurance of suffering, which can only 
be imagined by those who have habitually 
intermingled with them at their homes and by 
their firesides, merits the commendation of 
the legislature, and prefers a powerful claim 
to their interference. 

‘«‘ Having thus enumerated the most promi- 
nent features of the general distress, your 
committee will anal to point out the cause 
which in their opinion has occasioned it.— 

That cause is to be found chiefly in the abuses 
of the banking system, which abuses consist, 
first, in the excessive number of banks ; and 
secondly, in their universal bad administra- 
tion. For the first of these abuses the peo- 
ple have to reproach themselves, for having 
urged the legislature to depart from that truly 
republican doctrine which influenced the de- 
liberations of our early assemblies, and which 
taught that the incorporation of the moneyed 
interest, already sufficiently powerful of itself, 

was but the creation of an odious aristocracy, 
hostile to the spirit of free government, and 
subversive of the rights and liberties of the 
people. ‘The second abuse, the mismanage- 
ment of banks, is to be ascribed to a general 
ignorance of the true theory of currency and 
banking, and to the avarice of speculators, 
desirous of acquiring the property of others 
by an artificial rise in the nominal value of 
stock, and by the sharing of usurious divi- 
dends, 

“Yn order that this subject may be clearly 


A SHORT HISTORY 


understood, your committee have thought that 
the following concise history of banking in 
Pennsylvania, would be acceptable.” 

The committee then give a short history 
of banking in Pennsylvania, and of the ope- 
rations of the United States Bank, up to 
July, 1818, after which they proceed as fol- 
lows : 

‘This unwise proceedure of replunging 
the people into the debts from which they 
had been partially extricated, and of involving 
others who had hitherto escaped, was contin- 
ued for a time, but the dreadful day of retri- 
bution at length arrived. The Bank (that is 
the United States Bank) discovered almost 
too late, that its issues had been extended be- 
yond the limits of safety, and that it was 
completely in the power of its creditors. It 
also foresaw that the payment of that portion 
of the Louisiana debt, redeemable on the 21st 
of October, 1818, which was held by foreign- 
ers, might occasion a demand for a consider- 
able amount of coin, that the enhanced price 
of China, India, and other goods, occasioned 
by the depreciation of the currency from the 
over-issues of itseif and the State banks, 
would lead to a demand: for specie, and that 
as it was professedly a specie bank, and lia- 
ble, under a penalty of twelve per cent. per 
annum, to pay its notes on demand, the same 
delicacy and forbearance would not be exer- 
cised towards it as to the State banks. These 
considerations compelled it to seek its own 
safety, and from that moment a system of re- 
duction commenced. This reduction ope- 
rating upon the State banks, which had not 
profited by the opportunity afforded them of 
contracting their loans whilst thé other was 
extending, obliged them also to diminish their 
transactions ; and a general curtailment en- 
sued, which has not yet had its consumma- 
tion. ‘The severity of the second pressure 
commenced in the city in October, 1818, and 
was continued without intermission for a year; 
at the expiration of which time it is said that 
the reductions made there by the National 

Bank alone had exceeded seven millions of 
dollars, and those by the other banks proba- 
bly twoorfourmore. The reductions of the 
country banks during the last three years, 
may be inferred from the following statement, 
which exhibits the amount of their notes in 

circulation at four different periods. 

November Ist, 1816 =—s- $44,756,400 

Do. 1817 «3.782, 760 

Do. 1818 2,011,153 

Do. 1819 1,318,976 
‘‘From the foregoing history, it will be 
seen what influence has been produced upon 
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the affairs of the community by the operation 
of the banking system. Real property has 
been raised in nominal value, and thousands 
of individuals have been led into speculation, 
who without the facility of bank loans would 
never have been thus seduced. ‘The gradual 
nominal rise in the price of land, has pro- 
duced an artificial appearance of increasing 
wealth, which has led to the indulging of ex- 
travagance and luxury, and to the neglect of 
productive industry. Foreign importations 
and domestic consumptions have thus been 
carried to an extent far beyond what the ac- 
tual resources of the country and people 
would justify, and in pursuing a shadow, the 
community has lost sight of the substance.” 

A similar committee of investigation, ap- 
pointed by the House of Representatives, on 
the 13th of December, 1819, made report 


| through their chairman, Mr. Wm. J. Duane, 


on the 28th of January, 1820, that, 
_ As to the extent of the distress, it might 
be answered, in the language of the resolu- 
tions under which your committee act, that it 
is general : it extends, indeed, to the pursuits 
and habitations of the former capitalist, as 
well as to those of the more humble farmer 
and mechanic: there is no part of the com- 
monwealth into which calamity has not pene- 
trated, or in which numerous victims have 
not been found. But with regard to the ex- 
tent of the loss which the State has suffered 
from the destruction of capital, the emigration 
of our citizens to the wilderness, the stagna- 
tion of business, the deterioration of landed 
property, and the prostration of manufacto- 
ries, and above all, in the change of the moral 
character of many of our citizens by the pre- 
sence of distress, your committee are utterly 
unable to decide : the extent of the mischief, 
they believe, defies scrutiny and surpasses 
the power of calculation. 

‘From the numerous petitions which have 
been presented at the present session, your 
committee quote the following extracts, whic 
describe scenes of distress such as have be 
seldom, if ever, before beheld on this side of 
the Atlantic :— =. 

“Sundry citizens of Northumberland 
county declare— 

‘The currency is so diminished as searcely 
to suffice for the transaction of the most ordi- 
nary business: the produce of the country 
has met with an unprecedented reduction : 
the greater part of the citizens of this once 
flourishing commonwealth, even with the ut- 
most economy and industry, are scarcely able 
to obtain sufficient articles to sustain life : real 
and personal property are daily sacrificed, 
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and become the of speculators : debts 
are unpaid, eretierd a dissatisfied, and the 
prisons are crowded with honest but unfor- 
tunate persons, whose wives and children 
must be a burden on the ae uffer 
for want of the mere necessaries eee 

‘“* Sundry citizens of Wayne coun re- 
sent— 

‘From the fall of every kind of produce, 
the searcity of the circulating medium, and 
other causes, the general distress in our part 
of the State hath become so great and alarm- 
ing, as to call for the attention and wisdom 
of the legislature. Our most industrious 
citizens are no longer able to meet their en- 
gagements, but their hard-earned property is 
daily sacrificed at a*hominal value, and fall- 
ing into the hands of a few speculators.’ 

**Sundry inhabitants of Pike county as- 
sert— ey) hs 

‘At no time, since the Revolution, has 
greater distress been felt than at the present 
moment. We consider the banking system 
to have been the principal cause: instead of 
becoming, as was predicted, blessings to the 
people, banks have become like the scor- 
pions among the children of Israel, perfect 
beasts of prey. ‘The property of the great 
portion of our industrious people is brought 
to sale at one-fourth of its value, and struck 
off to speculators, leaving honest creditors 
unpaid, and families reduced to beggary.’ 

«Sundry inhabitants of Huntingdon county 
represent— 

‘ That the mass of the people are utterly 

unable, at once, to pay their debts : that their 
property is selling at such rates, that even the 
fees of law-officers are not realized: that the 
industrious are impoverished, whilst the spec- 
ulating part of the community are daily grow- 
ing more wealthy: that the evil is only begin- 
ning, and demands legislative interposition.’ 
A memorial from sundry citizens of the 
western parts of the State, asserts— 
_ That embarrassment is universal: that 
the sordid and avaricious are acquiring the 
sacrificed property of the liberal and indus- 
trious: that so much property is exposed to 
sale under execution, that buyers cannot be 
had to pay more for it than the fees of of- 
ficers : that those mischiefs, instead of dimin- 
ishing, are daily increasing, and that over- 
trading and the facility of getting credit have 
produced these effects.’ 

“The petition of the inhabitants of Fay- 
ette county represents— 

‘That the fictitious capital and boundless 
credit extended by banking, the almost uni- 
versal spirit of speculation, the prostration of 
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manufactures by the mistaken policy of the 
national government, the introduction of luxu- 
ries and extravagancies, and a reduction of 
exports, have produced along train of calami- 
ties ; that industry is paralyzed—that the pre- 
cious metals have vanished—that the banks 
are tottering—that litigation is unprecedented 
in extent, and ruinous in its effects—that 
many merciless creditors, not content with 
plunging unfortunate debtors into the most 
abject poverty, frequently take from them the 
whole of that property to themselves, which 
in better times would pay the sums due to all, 
leaving the unfortunate debtor in jail, and his 
family in misery.’ | 

‘“These are but a few of the extracts, 
which might be presenf€d to the House and 
placed upon the journal : but these are deemed 
sufficient, accompanied by the remark, that 
these representations are not only supported 
by all the other petitions presented at this 
session, but by the testimony of the members 
of the legislature, coming themselves from all 
quarters of the State.” 

The committee then give a short sketch of 
the commercial history of the country, after 
which they say— 

‘** In defiance of all experience, and in con- 
tempt of warnings almost prophetic, which 
were given to them at the time, the people of 
Pennsylvania, during an expensive war, and 
in the midst of great embarrassments, estab- 
lished forty-one new banks, with a capital of 
seventeen and a half millions of dollars, and 
authority to issue bank notes to double: that 
amount! In consequence of this most de- 
structive measure, the inclinations of a large 
part of the people, created by past prosperi- 
ty, to live by speculation and not by labor, 
was greatly increased : a spirit in all respects 
akin to gambling prevailed : a fictitious value 
was given to all deseriptions of property : 
specie was driven from circulation, as if by 
common consent, and all efforts to restore 
society to its natural condition were treated 
with undisguised contempt.” 

These remarks are followed by a short 
view of operations subsequent to the war, 
after which the committee declare— 

‘‘A new measure, however, remained to be 
adopted, that was really to close the last scene 
in the drama of error: the currency had al- 
ready nearly vanished, but was temporarily 
restored on the seaboard. ‘The enormity of 
fictitious credit began to be feltzthe abusive 
extent of paper issues was about to effect its 
own remedy in the State, when Congress 
created a corporation, with authority to cir- 
culate upwards of one hundred millions of a 


new paper medium—a corporation spreading 
its Cees over the Tinton with the baneful 
influence of the fabled Upas. 

“Awakened by the quick succession of 
events so disastrous, from the dream of per- 
petual prosperity under which they had so 
long been entranced, the people now find 
themselves involved in distresses, against 
which no provision had been made, and from 
which, they allege, they can find no refuge 
but in legislative interference.”’ 





CHAPTER XIII. 
Of Banking from 1819-20 to 1820-21. 


AprENDED to the report of the committee 
of the Senate of Pennsylvania, are a number 
of questions which were propounded to mem- 
bers of the legislature, together with the an- 
swers which were given. From these an- 
swers we have formed the following table of 
the price of the best improved land in Penn- 
sylvania, at three different periods. The 
second column gives the price the land bore 
in the height of the speculation, which was 
in different counties in different years, as the 
banks extended their operations into them. 


1809. 1819. 

Bedford, $30 to 40 80 to 100 ae 20to 30 
Lebanon, he 40 to 60 130 to 150 (1816-17) 50 to 70 

Bradford a 
Tioga, 6to 14 10to 20 (1814) 3to 10 

t 

Cenhein. I5to 50(18M4) 5to 
Cumberland, 40 to 60 150 to 200 (1813-14) 2to 40 
Dauphin, 16to 24 35to 45(1815-16) to 15 
Adams, 30to0 50 60 to 100 (1814 no price. 
Lancaster, 75 to 100 250 to 300 (1813-14) 50 to 70 
Delaware, 75 to 120 +100 to 150 40 to 75 
eee ae 40to 50 80to 90(1815) 30to 40 

8s an 
Schuylkill, 80 to 100 150 to 200 80 to 100 

orthampton, 

Wayne & Pike, 80 to 100 +100 to 140 (1815-16) 15 to 20 


Bucks, 50 to 60 100 to Be eee) 55 to 65 
Huntington, 20to 30 40to 60(1815) 20to W 

The official valuation of real and personal 
property in the State of New-York, exhibits 
also a striking fall. It was, in— 


1818, $314,913,695, 
1819, 281,862,793, 
1820, 256,603, 300.* 


he depression of prices continued through- 
out the year 1820, and, though money was 
abundant with retired capitalists, the pres- 
sure on the great body of industrious people 
was very severe. ‘Our difficulties in com- 
merce,”’ said a director of the United States 
Bank, writing to a friend in England, ‘* con- 
tinue without abatement. Men in business 
are like patients in the last stage of consump- 


* Niles, December 24th, 1821. 
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tion, hoping for a favorable change, but grow- 
ing worse every day till they expire. Dis- 
mal as are the prospects on your side of the 
water, they are worse here. You have some 
regular and profitable trade—we have none. 
It is all scamper and hap-hazard.”’ . The di- 
rector then states that in former times he 
would, without hesitation, have trusted some 
men among his customers with goods to the 
amount of 100,000 pounds sterling; but he 
adds, ‘‘ now I do not know the persons doing 
business ; and there is not one among them 
whose order I would take for 1,000 pounds. 
What a difference! A long continuance of 
distresses in the commercial world has had a 
bad effect on the morality of the country.— 
‘The vast number of failures takes away the 
odium. Men fail in parties for convenience : 
and the barriers of honesty are broken down 
by a perpetual legislation suited to the condi- 
tion of insolvent debtors. We have now no 
imprisonment’ for debt. Credit is become 
very rare, as you may well imagine, for we 
have nothing to depend upon but a man’s 
honesty. Besides our commercial distresses, 
we are suffering great alarm in this city 
(Philadelphia) from incendiaries, who have 
succeeded in setting fire to a great number of 
buildings. On Sunday evening our theatre 
was entirely destroyed. 

‘* Houses which rented for 1,200 dollars, 
now rent for 450 dollars. Fuel which cost 
12 dollars, now costs 53 dollars: flour which 
was 10 and 11 dollars, is now 44; beef 25 
cents, now 8 cents: other things in propor- 
tion. Itis thus true we now pay less for 
these necessaries, but we can make no money. 
The farmer is become as poor as a rat; the 
labor of the farm costs him more than the 
produce is worth. He cannot pay the store- 
keeper, and the storekeeper cannot pay the 
merchant. 

‘* Mail robberies and piracies are quite the 
order of the day. ‘I'wo men were hung at 
Baltimore a few months ago for robbing the 
mail : two more will experience the same fate, 
in a few days, at the same place, for the same 
crime. ‘Two men are to be hung there a 
week hence for piracy, and five others are 
under sentence of death.’’* 

** Money is plenty,”’. says Mr. Niles, on 
the 4th of March. ‘The six per cent. 
stocks are at 103 to 104; but there is little 
use for money in the hands of those who 
do not owe it. Hence it has a sluggish cur- 


* See Niles, vol. xviii, p. 87. The letter appeared in the 
London Courier, on the lith of May, 1820. 


a, 


ee sie L. i fr irc kre 8c 
Digitized by & =U UL ATE 
= a oe - §& 


rency, and those who have it do not know 
what to do with it for themselves, and are 
afraid to trust it to others.” 

On the 15th of April, the same writer says 
—‘‘It has become a serious affair e la- 
boring man to purchase himself a new gar- 
ment—his wages, on an average, do not ‘pur- 
chase him half as much as they did, and he 
is continually uncertain as to obtaining even 
that. Many of the mechanical professions 
have equally declined : as an instance, though 
our population is one half-greater than it was 
ten years ago, it is certainly a fact that the 
printing of books is not now half so exten- 
sive as it was then. ‘The desire to read is 
not lessened, but the means of purchasing are 
denied—the most common school-books are 
adrug. Hatters, shoemakers, and tailors, 
and even blacksmiths, whose work seemed 
to be indispensable, have lost, in general, 
much of their former businesses—from a 
fourth to one-half. This is the result 
of necessity, and those who might pur- 
chase, abstain, in looking to a fearful fu- 
ture.”’ \ 

Five months afterwards, he gave an equally 
gloomy view of the state of affairs.— 
Writing under date of September 16th, he 
says—* Five years ago all the large stores 
in Market street, &c., Baltimore, were cut 
into two, and then there were not enough of 
them ; and a dwelling-house could hardly be 
had—if a man talked of moving, fifty were 
applying for the property. The stores have 
resumed their old shapes, and dwelling-houses: 
are abundant. I believe we have 10,000 less 
inhabitants than we had in 1815; and, by cal- 
culation, | have concluded that the property 
on Market street, at this time, if all on rent, 
would produce a sum less by 250,000 dollars 
a year, than it would have produced as rent 
in that year. 

‘Desire no longer presses on enjoyment 
with the laboring classes, but necessity presses 
on necessity; and one by one they give up 
their enjoyments: which they hitherto de- 
lighted to indulge themselves in. ‘This is 
evident to every person who will look at so- 
ciety. The laboring people cannot get much 
money, and therefore cannot spend much.— 
The average price of wheat is hardly more 
than fifty cents a bushel, and the farmer can- 
not buy many luxuries at that rate: a me- 
chanic is hardly half his time employed, or 
at reduced wages, and must therefore limit 
his expenditure.” 

It was natural that, in this condition of 
things, the public mind should be employed 
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on projects for alleviating distress, if not for 
preventing its recurrence. 

One measure that was suggested, was the 
requiring of cash payment of duties. This 
would have been beneficial, insomuch as it 
would have lopped off one of the branches 
of the stper-extended credit system, but it 
would have aflorded no immediate relief.— 
An effort was made in Congress to carry 
through a measure of this kind, but it was not 
successful. 

Another effort, which was attended with 
no better success, was to restrict sales by 
auction. There is no cause to regret that this 
effort did not succeed. ‘he only way in 
which the value of many kinds of property 
could be realized in this season of distress, 
was through sales by auction, and restrictions 
on this business would have increased the 
sufferings of the public. 

A large portion of society were very anx- 
ious that a bankrupt law should be passed, 
and it may be doubted if the mercantile part 
of any community ever stood more in need 
of relief. But the bill which was reported to 
Congress was modelled on the English sys- 
tem, and not adapted to the state of things in 
America. It might, if it had been adopted, 
have afforded relief to many worthy men; 
but in its general operation it would probably 
have been productive of great evils. It was 
rejected by a decided majority. 

The measure from which most was hoped, 
and whieh was pushed with most vigor and 
most perseverance, was an increase of the 
duty on imports. ‘The dulness of business, 
the lowness of prices, and the want of em- 
ployment, which were produced by the reac- 
tion of the banking system, were all urged as 
reasons why Congress should afford adequate 
‘* protection to domestic industry.”’ 

It is no part of our plan to discuss the ta- 
riff policy. But it belongs to the history of 
banking to state that the raising of the duties 
on imports, to a height which now threatens 
to convulse if not to rend our Union, was one 
of the consequences of the great reaction of 
1819. As the effects of the reaction were 
felt for several years, the advocates of the re- 
strictive system had full leisure for applying 
all the arguments in support of their favorite 
policy, which they could derive from the con- 
tinued lowness of prices, dulness of business 
and want of employment. 

The evils produced by the system of pa- 
per money and moneyed corporations, are of 
such a nature, that they cannot be remedied 
by acts of legislation. When they come they 
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must be endured. If we will have the sys- 
tem, we must bear its consequences. But 
there was one measure which, as it might 
ney mii the distress, we have sometimes 
wondered was not adopted: we have won- 
dered it was not adopted, because it is a mea~ 
sure which has been adopted in other coun- 
tries, and in our own country at other times. 
We mean an equifable adjustment of the af- 
fairs of debtor and creditor. When the South 
Sea bubble bursted, the British parliament 
saw that to require a literal fulfilment of the 
obligations which were affected by that stock- 
jobbing concern, would be to give the getters- 
up of that scheme all the property of their 
iniserable dupes. It therefore, in some cases, 
reduced the amount of money to be paid, as 
much as nine-tenths. During the revolution- 
ary war, ** scales of the depreciation”’ of con- 
tinental money were from time to time pub- 
lished by the legislature, by which the courts 
were governed in enforcing such contracts as 
were submitted to adjudication. 

The great banking bubble of America was 
the same in principle as the South Sea bub- 
ble, but of longer continuance, and involved 
in it the fortunes of the whole community. 
But nothing like an equitable adjustment of 
the affairs of debtor and creditor was at- 
tempted. An obligation to pay ten thousand 
dollars, entered into in 1816 or 1818, when 
the current dollar was in some parts of the 
country worth perhaps but fifty cents in sil- 
ver, was enforced according to the strictness 
of the letter, in 1819 and 1820, when the 
current dollar was of equal value with the le- 
gal dollar, and worth one hundred cents in 
silver. 

Itis an awful thing to change the money 
standard of a country : but it is equally awful 
to refuse to recognise such a change when it 
has actually been made. . Effecting an equi- 
table adjustment of the affairs of debtor and 
creditor, by a legislative or a judicial recogni- 
tion of the practical changes which had been 
made in the standard of value, would not have 
‘‘impaired the obligation of contracts.””— 
Both debtor and creditor, when they entered 
into the contract, had the * current’’ dollar in 
view. ‘The disorder was, however, so gen- 
eral, that an equitable adjustment of contracts 
would have been a work of great difficulty, 
if not impossibility. Perhaps the courts, 
looking forward to the operations of future 
years, acted wisely in regarding the dollar as 
a fixed quantity, though it was, in fact, dur- 
ing these years, a quantity that was always 
changing. 
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CHAPTER XIV. 
Of Banking in the Western States. 


‘Tne first paper issuing institution west of 
the Alleghany mountains, was the Lexington 
Insurance Company: which was incorporated 
in 1802, with a capital of 150,000 dollars. 
Humphrey Marshall, the historian of Ken- 
tucky, says, Banking privileges were, in 
this case, surreptitiously obtained. This 
business being found to be lucrative to those 
who were engaged in it, the Kentucky Bank 
was instituted in 1807, with a nominal capital 
of one million of dollars. 

The Miami Exporting Company was in- 
stituted at Cincinnati, Ohio, in 1803, with a 
capital of two hundred thousand dollars. As 
its title indicates that it was established osten- 
sibly for commercial purposes of another na- 
ture, perhaps banking privileges were ob- 
tained for it surreptitiously, as in the case, in 
the previous year, of the Lexington Insurance 
Company. Be this as it may, the Miami 
Exporting Company did banking business ; 
and in the nine years subsequent to its insti- 
tution, five other banks were established in 
different parts of the State, making in all six 
banks in Ohio in 1812, with a nominal capital 
of one million two hundred thousand dollars. 

These banks maintained specie payments 
till within a month or two of the close of the 
war. This is a fact not generally known, 
but it is placed beyond doubt by a statement 
made by Mr. Hawkins in Congress, on the 

17th of January, 1815, that ‘even the banks 
of Kentucky and Ohio, where speeie abound- 
ed, had at length been compelled in self-de- 
fence to stop payment of specie.” 

It must be evident from this, that if the 
United States government had immediately 
compelled the banks of the great Atlantic ci- 
ties to redeem the pledge they had given in 
the preceding August, the western country 
might have suffered but little from the suspen- 
sion of specie payments. But when the 
United States government connived at the 
suspension of specie payments, sanctioned 
the use of inconvertible paper, and by its fis- 
cal maneuvring encouraged the issue of ad- 
ditional amounts of such paper, it was im- 
possible that the mania which had reached 
Pennsylvania, from New-England, through 
New-York and New-Jersey, should not ex- 
tend into Ohio and Kentucky. 

Kentucky was, however, at first, compara- 
tively moderate. All she did at the close of 
the war, was to authorise the Bank of Ken- 
tucky to increase its capital to three millions, 


and to establish thirteen branches. Seven of 
these branches were in operation in 1816.— 
Ohio, apparently, went further into the sys- 
tem ; for we have seen a list of twenty-one 
chartered institutions which were in opera- 
tion in that State in 1816, and allusion is made 


to others which were carrying on the bank- 


ing business without charters. 

Still, the issues of paper in the Western 
States were moderate when compared with 
those in the Middle States. Mr. William 
Jones, the first president of the United States 
Bank, stated, in the documents laid before 
Congress in 1819, that, ‘‘at the time of the 
subscription to the stock of the bank, specie 
was at six per cent. at the westward, and at 
fourteen percent. in Philadelphia, New-York, 
and Baltimore.’ In the table appended to 
Mr. McDuffie’s report, the rate of exchange 
at Lexington on Boston, in July 1816, is 
stated to have been two per cent.—a sure 
proof that the currency of Kentucky was not 
at that time much, if it was any, depreciated. 

‘The issues of the western banks were pro- 
bably increased considerably in the last six 
months of 1816: and in this or the following 
year the system was extended into Indiana, 
Illinois and Missouri. 

It was about this time, that branches of the 
United States Bank were established in the 
west, and they sought to make a profit, less 
by circulating their own paper, than by giving 
drafts on the eastern cities, receiving in ex- 
change notes of the local banks, and requir- 
ing interest to be paid on the same. This 
was rather a roundabout way of inducing the 
local banks to extend their issues, but it was 
the most effective that could be adopted.— 
Western bank paper being exchangable . for 
United States branch drafts, and United States 
branch drafts being exehangable for European 
products in the Atlantic cities, the effect was 
similar to that which would have been pro- 
duced by making western bank notes current. 
in New-¥ ork and Philadelphia. 

‘The full effects of this system were felt in 
the year 1818, or in the second year of active 
operations of the United States Bank. Mr. 
Niles, then speaking of ‘* new banks estab- 
lishing or about to be established,”’ says,— 
‘¢ Behold forty-three banks authorised in Ken- 
tueky—half a score in ‘ennessee—eight in 
Ohio,’? &e. Of those authorised in Ken- 
tucky, at least thirfy-five, since known as the 
Independent Banks of Kentucky, went into 
operation. ‘Their nominal capital was be- 
tween seven and eight millions of dollars, 
but their real capital must have been small : 
for the American Quarterly Review says, the 
same specie was used for different banks, and 
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only remained long enough in each for the 
law to be complied with. 

If the months of May, June, July, and 
August, 1815, were, ‘*the golden age of 
Philadelphia,”’ the first months of the year 
1818 were the golden age of the western 
country. Silver could hardly have been more 
plentiful at Jerusalem in the days of Solomon, 
than paper-money was in Ohio, Kentucky, and 
the adjoining regions. But when the United 
States Bank found it necessary to curtail, mo- 
ney became as scarce in the west as silver is 
in Jerusalem under the ‘Turkish despotism. 

The Bank of the United States was very 
sudden in its demands, for its necessities were 
such as to admit of nodelay. An Ohio pa- 
per says that the branch at Cincinnati called 
on the local banks of that town for a balance 
of seven hundred thousand dollars, in requi- 
sitions of twenty per cent. every thirty days. 
This compelled the bank of Cincinnati to stop 
payment about the middle of November, 
1818; and in two days afterwards the Bank 
of Kentucky unexpectedly followed its exam- 
ple. A strong expression of public opinion 
compelled the Bank of Kentucky to resume 
specie payments in less than a week, and it con- 
tinued to pay specie till the early part of 1820. 

It is stated that in the twelve months pre- 
ceding June 26th, 1819, eight hundred thou- 
sand dollars in specie were drawn from Ohio. 
If this be true, the wonder is not that only 
six or seven banks in the State paid speeie in 
August, 1819, but that they were not all bank- 
rupt. This was the fate of the Independent 
Banks of Kentucky. Some of them main- 
tained a show of specie payments till August, 
and afterwards paid out notes which were lent 
them by the Bank of Kentucky, redeemable 
in 365 days after date: but towards the close 
of the year few of them paid any thing. 

The Bank of Vincennes (Indiana) had re- 
course to a very ingenious expedient. It is- 
sued notes payable at its branch at Vevay, 
nine months after date, printing the words, 
‘*nine months after date” in very small let- 
ters. All this, however, availed nothing. It 
went with the others.* 

The effect which the sudden withdrawal 
of specie and diserediting of bank paper had 
on prices in the western country was very 
distressing. ‘It is said,’ remarked Mr. 
Niles on the 2d of September, 1820, ‘ but 
we know not how to believe it, that corn is 


* The banka in the extreme west did not all stop payment till 
a year or two after the failure of the banksin Kentucky. The 
Shawneetown and Edwardsville banks, in Llinois, paid spe- 
ciein August, 1821. One, at least, of the banks in Missouri, 
continued to pay _—s till the latter part of 1821; and 
several of the Ohio banks appear to have paid specie in the 
midst of all the confusion. 


selling at ten, and wheat at twenty cents per 
bushel, specie, in some parts of Kentucky. 
At this rate, how are debts to be paid ?”— 
Mr. Niles appears. afterwards to have had 
other evidence sufficient to overcome his in- 
credulity, for he remarked on the 15th of 
September, 1821 : ‘A gentleman in Western 
Virginia directs the Register to be stopped, 
because he used to pay for it annually with 
one barrel of flour, but that three will not do 
itnow. Another, a miller in Ohio, on pay- 
ing his advance to my agent, observed, that 
he had sold four barrels of flour to obtain the 
note of five dollars which was remitted.” — 

In other publications we have evidence of 
the lowness of prices. For example :—In 
the United States Gazette of May 23d, 1821, 
corn is said to have been sold at Cincinnati 
at ten cents a bushel: and the same periodi- 
cal of the Ist of June, has a notice of a let- 
ter from a practical farmer in Harrison Coun- 
ty, Ohio, stating that wheat had fallen to 
twenty-five cents a bushel, and in some ine 
stances to twelve and a half cents. A letter 
from Greenfield, Ohio, dated May 3d, 1821, 
and quoted in the Gazette of June 23d, states 
that wheat was sold at twelve and a half cents 
a bushel, and that whiskey was dull at fi 
teen cents a gallon.t ‘The Weekly Register 
of May 19th, gives the following quotations 
from “a late Pittsburg Mercury.” * Flour, 
a barrel, $1 ; whiskey fifteen cents a gallon; 
good merchantable pine boards, twenty cents 
a hundred feet; sheep and calves $1 a head. 
Foreign goods atthe old prices. One bushel 
and a half of wheat will buy a pound of cof- 
fee ; a barrel of flour will buy a pound of tea; 
twelve and a half barrels will buy one yard 
of superfine broadcloth.” 

While the staples of the western country 
were at this low price, the people were deeply 
in debt to the United States government, to 
the merchants of the Atlantic cities, to the 
United States Bank, to the local banks, and 
to one another. The plentiful issues of pa- 
per had led to great speculations in the public 
lands. ‘The wild lands of the west had been 
sold, in some instances, as high as forty or 
fifty dollars an acre. ‘The sum due to go-- 
vernment on account of these purchases, ex- 
ceeded twenty-two millions of dollars in the 
latter part of 1820. The sum due to one of 
the branches of the United States Bank, that 
at Cincinnati, exceeded two millions of dol- 
lars. The sums which were due by the 
western people to one another, to the local 
banks, and to the merchants of the Atlantic 
cities, could not easily be calculated. 


+t Towards the close of the year 1821, flour rose at Cincin- 
nati to $3 50 a barrel. 
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FLUCTUATION. 


It is a fact singularly illustrative of the vast 
fluctuations im currency, that the circulation of 
the single “ Bank of Rochester,” in 1835, with a 
capital of $250,000, was more than double the 
whole amount of the present circulation from all 
the banks now operating in Rochester !—although 
the banking capital of this city, with institutions 
in good credit, is now upwards of a million of dol- 
lars.— Rochester Evening Post. 

In both the periods referred to above, the Banks 
of Rochester, N.Y., were paying specie. Who, after 
this, will contend thatall that is necessary togive 
us a stable currency, is to bring the banksthrough- 
out the country into a condition resembling that of 
the banks in New-York and New-England! We 
would then, indeed, have a currency, the different 
parts of which would approximate to uniformity of 
character and quality, but the whole mass would 
be subject to great fluctuations in quantity, and 
consequently in value. 

In the year 1836, the banks throughout the 
country were paying specie. In no other period 
of our history were domestic exchanges so low 
and so regular. The different parts of our cur- 
rency approximated more nearly to uniformity in 
market value than they ever did before or than 
they have ever done since. Yet, viewed in its 
true light, our currency was never so unsound as 
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it was in that very year, that is to say, was never 
so much inflated. 


THE JUSTICE OF BANKING, 


From a speech in the British Parliament, by 
Henry Brougham. 

“It is monstrous, my Lord, that any man, or 
body of men, corporate, or otherwise, should have 
the power of making money cheap or dear, at will, 
combining the office of regulator of national cur- 
rency with that of bankers; that they should be 
both the money makers and money dealers; that 
they should have the privilege at any one period 
of inundating the country with an immense 
amount of paper currency, thereby stimulating 
speculation as well as trade, raising prices, wages 
and profits, and at another period drawing in their 
rags, screwing up all legitimate sources of credit, 
as well as capital, and thereby lowering prices and 
wages, and diminishing profits, producing a stag- 
nation of trade, ruining merchants and manufac- 
turers by the hundred, and spreading misery and 
wretchedness among thousands,” 





COMPARATIVE LOSS ON GOLD AND 
PAPER, AS A CIRCULATION. 


Mr. Page, a distinguished English writer, has, 
from the reports of the English and American 
mints, ascertained that there is a loss on gold coin 
by wear and tear of 4.61 per cent. in a century, 
which is less than 1-20th per cent. per annum; 
and so that of every £100 coined in any particu- 
Jar year, there would remain over £95 7s. 10d. in 
real value at the end of 100 years. A compari- 
son is next made of the expense of a paper cur- 
rency, which, at 24 per cent., as stated by Mr. 
Norman, (of the Bank of England) is found to be 
fifty-three times greater than the loss by wear on 
a gold currency. If the expense of a paper cur- 
rency be 24 per cent. per annum, this, on a sum 
of £20,000,000, will amount in 100 years to 
£50,000,000, while the loss by wear on a gold 
currency of £20,000,000, during the same period 
is only £922,000. The difference is therefore 
£A49,078,000. 





BRITISH INDIA. 


From a report made to the British Parliament, 
it appears that in twenty three years, from 1815 
to 1837, the imports of the precious metals into 
British India, exceeded the imports in the sum of 
about fifty millions sterling, or nearly two hun- 
dred and fifty million dollars. 
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of the Banks, according to returns dated nearest Jan. 1st, 1840 and 1841. 





Other in- |Due by other| Notes of 


Specie. Due to other 
vestments. banks. ee . funds. banks. 
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BANK RETURNS. 


[t is a fact well worthy of notice that though 
every change in the volume of our currency, 
changes the valuation of every man’s property, no 
effort was officially made to ascertain the extent 
of these changes till after the present banking 
system had been for nearly forty years in opera- 
tion 


Biopcet did, indeed, in his Economica, pub- 
lished in the year 1806, give statements of what 
he conceived to be the amount of bank notes in 
circulation, in different years, frora 1784 to 1804: 
but they can be regarded in no other light thanas 
the guesses of a private individual, having supe- 
rior means of information. 

For the first official] estimates, we are indebted 
to Mr. Crawrorp. Ina report which he, as Sec- 
retary of the Treasury, made to Congress in 1820, 
he introduced statements of what he believed to 
be the amount of notes in circulation in 1813, 1815, 
and 1819; but the returns he obtained from the 
banks were so far from complete, that there may 
have been errors in his estimates of the amount of 
me millions. 

r. Gatuatry, in his “Considerations on the 
Currency and Banking System of the United 
States,” published in 1831, offered estimates of the 
amount of notes in circulation, and of some other 
particulars in the condition of the banks in 1811, 
1815, 1816, 1820, and 1830. His estimates are 
more worthy of reliance than any that preceded 
them. Yet his data were so defective, that he 
may, as well as Mr. Crawford, have erred in the 
amount of millions. 

Thus matters remained till July, 1832, when, 
on motion of Mr. Wipe, of Georgia, a resolution 
was adopted, tocause a statement of the condition 
of the banks in 1833-34, to be “compiled under 
the direction of the Clerk of the House of Repre- 
sentatives,’ from materials collected by Mr. 
Wilde. By another resolution, adopted at the 
same time, the Secretary of the Treasury was di- 
rected to lay before the House a similar state- 
ment “at the next and each successive session of 
Congress.” 

Since that time, reports have annually been 
sent from the Treasury Department to Congress 
on the condition of the banks, with the exception 
of the present year, in which, we believe, no re- 
port has, as yet, been made. Some of these com- 
pilations necessarily contain much ]umber, because 
the resolution of Congress isso worded as to leave 
little or no discretion to him whose duty it is to 
prepare them. But at also contain much mat- 
ter that is highly valuable, 

It fell to our lot to prepare these reports from 
1836 to 1841. Feeling a great interest in the 
subject, we took every pains in our power, to make 
them as.complete as possible: and by laboring for 
years in succession on the general tables, correct- 
ing the errors and supplying deficiencies in the re- 
turns of one year by those received in the next, we 
were enabled to give them with a fulness and-an 
accuracy which had never before been attained in 
the banking statistics of this country. 

On the preceding pages will be found a state- 
ment of the condition of the banks in the differ- 
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ent States, according to the returns from them, 
dated nearest to Jan. Ist, 1840, and copied from 
one of the tables we prepared while in the Trea- 
sury Department. ‘There are no estimates, it is 
to be observed, inthistable. Thestatements were 
carefully compiled from returns made by the tanks; 
and the table is believed to embrace all the banks 
that were in operation on the Ist of January, 1640, 
except two small banks in Delaware, one in } 

one in Tennessee, and two branches of the 

Bank of Alabama. Se 


é 


~~. 


The table given in the Treasury report te 
is much more defective. Mr. ‘Borteo, w 


ts 


> 


= as duly neers as was his - 
oopsuRY, with the importence of having fu 
and accurate statements of the condition of the 
banks, dismissed us from office before we had time 
to complete it. We have labored much since to 
supply its deficiencies, but have been but- imper- 
fectly successful. The statement for ,as we 
now give it to our readers, embraces returns from 
one hundred banks and eleven branches which 
were not included in the’Treasury report. But it 
is still defective, insomuch as it embraces no * 
turns from the “ Free Banks” of New York, fre 
two banks in Delaware, one in ia, two bank 
and four branches in Tennessee, five banks and 
seven branches in Kéntucky, three in , one 
mp a — pankee a Illinois, one in Tow 
and such of the banks of Mississippi (how many 
we know not) as remained io operat at the com- 
mencement of last year. | 

As the table now stands, it will enable the 
reader to judge of the banking fluctuations in each 
State from which complete returns were received 
for 1840 and 1841. The population being given 
according to the last census, those who are fond of 
statistics can employ some leisure hours in com- 
paring the extent of banking operations in e: 
State with the number of its inhabitants. ~~ 

In preparing the general tables for the Tres 
sury reports, our rule was, whenever the bay 
regularly made returns of the amount of ther, 
stock held by themselves, to deduct the same fror 
their capital. Stock which is thus ht 
stands, in reality, on the same footing as stoe 
which has never been paid in. It forms no 
tal on which a bank can make loans and di 
Many of the banks, however, shifted so often the 
form of keeping accounts, that we could nee 
here rigidly to this rule. an 

The next column, is that of loans and discounts, 
This includes bonds and mortgages, as well as” 
foreign and domestic bills of oxctatied and com- 
mon notes of hand. ‘ 

The column of “Stocks,” embraces all the 

in- 


State, City, improvement, and other : 
cluding stock of other banks, returned by th 
institutions as being part of their possessions, 

Under the head % “real estate,” are included 
banking houses, and whatever else a French ne 
yer would describe as “‘immoveable property.”— 
Some of the banks own farms, some hotels, and 
some rail-roads and canals. “ie 

The column headed “other investm 5 
cludes various items, The returns from the ban 
in Rhode Island, for example, class “ | 
Real Estate” together. As they do not 
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amount of each separately, we’ had to place the 
whole ammount under the head of “other invest- 
ments.” 

The next two columns, ** Due by other banks, 
and Notes of other banks on hand,” require, it is 
to be presumed, no explanation. 

The item, ‘ Specie Funds,” means pretty much 
what bank officers choose to make it mean. Some- 
times it means “ specie and notes of other banks.” 
Sometimes it includes “ deposits in other banks,” 
and funds of various,kinds in the hands of brokers, 
acting as agents of the banks. Sometimes it 
merely designates those memoranda which cer- 
tain favored gentlemen leave with the teller, when 
they take cash out of his till, without the know- 
ledge of the directors. 

"I‘he next column shows the amount of “ specie” 
which the banks of each State professed to hold 
at the time they made their returns. 

The eight columns from “ Loans and Discounts” 
to “ Specie,” inclusive, give all the the resources 
of the banks, and show how they have invested all 
their capital and their credit. 

‘The next four columns show the Jiabilities of 
the banks. 

Under the head of “ circulation,” we have made 
it a rule to insert only bank notes payable on de- 
mand. Post notes bearing interest do not, except 
in particular circumstances, form a part of the 
currency 

For the like reason, we have, under the head of 
deposits, piven such only as are payable on de- 
mand, ividends unpaid, are included in this 
column. 

‘These twocolumns, and theone immediately fol- 
lowing, “ Due to other banks,” include all the 
immediate liabilities of the banks. 

The column headed “Other liabilities,’ em- 
braces deposits bearing interest, post notes on 
time, bonds due by the banks, in short, ald the debts 
due by the banks except those described as “ imme- 
diate liabilities.” 

The expense account of the banks, and the 
profit and Joss and contingent fund accounts, we 
could not introduce into the tables prepared 
by us, as he Pee on which the public docu- 
ments is printed is not broad enough to admit of 
them. ‘This we did not regret, for they are, as 
Mr. Gallatin justly observes, merely balanci 
accounts. The great majority of readers will 
come most readily toa clear understanding of the 
condition of the banks, when only their real re- 
sources and real liabilities are exhibited to their 
view. 

In a future number we propose to give, in a con- 
densed form, a comparative view of the condition 
of the banks throughout the country, for some five 
or six years in succession. 





AMERICAN MANUFACTURES. 

Of late years American Manufacturers have had 
fearful odds to contend with;—nothing less than 
all the State Governments, (the few excepted 
that have not run in debt abroad,) and all the 
Banks in the country. 

They have had the State Governments to con- 
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tend with, because the proceeds of the greater 
part of the loans that have been negotiated in Eu- 
rope have been brought to the United States, in 
the form of manufactured articles, British and 
American manufacturers have not been suffered to 
enter into fair and free competition in our home 
market. The State Governments have interfered 
in favor of the former, and by mortgaging all the 
land and all the productive powers of the people, 
to pay for imported goods, have given the British 
manufacturer great advantages over the Ameri- 
can. 

But our manufacturers have had still more fear- 
ful enemies in the Banks. By their excessive 
issues, these institutions have made the country a 
good one for foreigners to sell in and a poor one 
for them to buy in. They have thus increased 
importation and dimished exportation. They have 
done more than this. By their “expansions” 
they have increased prices when the manufacturer 
was under the necessity of buying, and by their 
“ contractions” they have diminished prices when 
he was under the necessity of selling. They have, 
also, by conferring credit on men who never were 
justly entitled to credit, induced our manufacturers 
to trust them to large amounts. Full nine-tenths 
of the losses our manufacturers have sustained, 
through bad debts, are to be attributed to the 
Banks. 

Under such circumstanees, we cannot wonder 
that manufacturing industry is depressed. Neither 
can we wonder that manufacturers are erying out 
for “additional protection.” This is only a repe- 
tition of what occurred in the former bank revul- 
sion. 

Adequate proteetion eannot, however, be ob- 
tained by means of a lariff, owing to the following 
reasons. , 

Ist. A protective tariff, in order to be effective, 
must be permanent, or must at least endure for a 
number of years without ehange. The corn 
growers in England have such a tariff, because 
political power is in their hands. But political 
power in this country is not in the hands of the 
manufacturers; and ifa protective tariff should be 
established, but a few years wonld elapse before 
it would, in all probability, be abolished. 

2nd. Our extensive coast,and our extensive in- 
land frontier, afford such facilities for smuggling, 
that if the duties on most articles should be raised 
to what is regarded as the proteetive point, con- 
traband trade would, to a great extent, take the 
place of legitimate eommerce. We cannot do 
what the French do, tkat is, employ an army of 
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one hundred thousand men to guard the revenue 
from smugglers. 

3rd. Just in proportion as the duties on imports 
are raised ; the ability of the banks to expand is 
increased. The prices of foreign goods are en- 
hanced accordingly: and the foreign manufactu- 
rer enters our market and sells his goods at as 
much profit as before. ‘The rise of prices produced 


by the inflation of the currency, more than covers 


the addition to the duties. 

These three causes must ever prevent our hav- 
ing a tariff that will afford efficient protection, 
and not a few of the manufacturers in this vicini- 
ty are well convinced of this truth. They have 
watched closely the operation of former tariffs. 
And they have thereby found that though addi- 
tional duties raised the price of what they had to 
sell, the inflation of currency which followed 
raised the price of every thing they had to buy, 
so that instead of being gainers they were losers 
by the change. 

What then is to be done? Manufactures are a 
very important branch of industry, and we have 
every natural facility for carrying them on to 
great advantage. But efficient protection can- 
not, as we have seen, be secured for them by 
means of a tariff. How then is this desirable 
object to be attained? 

It can be attained in one way, and in one way 
only, and that is through a sound currency and 
-sound credit system. ‘This is the only protection 
American manufactures want, and the only one 
that can possibly prove effective. 

Here it is proper to observe, that we do not 
believe that the adoption of a sound currency sys- 
tem would sink the money rate of wages as low 
as many imagine. Should it, however, have such 
an effect, the working man would not be injured 
thereby, because other things would fall in the 
same ratio. When wages are at halfa dollar a 
day and flour at five dollars a barrél, and other 
things in proportion, the working man is just as 
well off as when wages are at a dollara day and 
flour at ten dollars a barrel. The man who can- 
not see this, is not qualified to exercise the rights 
of an American citizen, and ought at once to mi- 
grate to some other country. 

But, as already observed, we do not believe that 
the adoption of a sound currency system would 
sink the money rate of wages as some imagine. 
A day’s labor in America would then purchase 
more gold or silver than it would in most-countries 
of Europe, for the same reason that it now purchases 
more wheat. If a day’s labor in the United 
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States will produce a bushel of wheat or its equi- 
valent, and if a day’s labor in Poland will produce 
but one-tenth part of a bushel of wheat or its equi- 
valent, it is plain that the money rate of wages 
will be ten times as high in the United States as 
in Poland. 

The adoption of a sound currency system would, 
benefit American manufactures, not so much by 
causing a fail of prices, as by giving steadiness to 
prices. It has been found by experience in both 
Europe and America, that banking expansions 
and contractions, have the most sensible and most 
direct, if not the most ruinous effects on manufac- 
turing operations. So easy is production with 
modern machinery, that a very small rise of prices 
causes a great increase of fabrics. But the manu- 
facturer has hardly time to bring them to market, 
before there is a bank contraction. Then there is 
a glut of commodities and a scarcity of money. * 

The God of Nature has caused the interests of 
the planter of the south, and of the manufacturer 
of the north, to harmonize exactly. He has given 
to the one peculiar facilities for producing the raw 
material, and to the other peculiar facilities for 
converting it into manufactures. Through our 
banking system, have these two parties been set 
at variance. Let them cease their disputes about 
the tariff, and turn their arms on the common 
enemy, paper-money banking. Without a sys- 
tem of sound currency and sound credit, it is 
impossible for either planter or manufacturer to 


enjoy permanent prosperity. 





PENNSYLVANIA. 


' Our legislature has adjourned to meet again in 
une. 

By a very.decided vote, it resolved to suspend 
all work on the public rail roads and canals, ex- 
cept such only as may be necessary to keep them 
in repair. ‘This, however, is matter not of choice, 
but of necessity. 

No act was passed to Jevy additional taxes: but 
this is of littie practical importance. In the pre- 
sent state of the currency and the present stale 
of public feeling, it would be impossible to raise 
by taxation a revenue sufficient to sustain the 
credit of the State, 

The domestic creditors of the State, that is to 
say, the contractors on the rail roads and canals, 
find themselves under the necessity of taking 
their pay in six per cent. stocks, now about 60 
per cent. below par, or else deferring their claims 
lo a more convenient opportunity. 

Weare glad that the Legislature has adjourned, 
and regret that it hasan excuse for meeting again 
in June. In times of trouble, special legislation 
generally increases the evils the people are com- 
pelled to suffer. 
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PHILADELPHIA. 

The general cry here is “ that times are worse 
than they ever were before.” To us, however, 
they do not appear to be as bad as they were in 
the revulsion of 1818-19. The torpor in business 
1s not so general now as it was then, and but com- 
paratively few sacrifices have as yet been made of 
rea! estate, 

_ Yet the times are bad enough. In a conversa- 
tion we had with one of our most intelligent me- 
chanics on one day Jast week, he told us his own. 
belief was that not more than one-half of the 
working men have regular employment, and that 
one-half of those who are employed are paid in 
such a way as to make their real wages much less 
than their nominal. Instead of being paid in 
money, they are paid in “orders” on stores; and 
as a necessary consequence are frequently com- 
pelled to sell these orders at a discount, or else buy 
articles they donot want. Thismethod of paying 
wages was thought in England to bear so hard on 
the operative, that the British Parliament many 
years ago passed an act for the express purpose of 
suppressing “the tommy stores,” as they were 
called. e are far from advising an adoption of 
this policy here. It is better for the working men 
to take their pay in orders than to be without em- 

loyment. Yetthose who live on wages can never 

considered as well off, except when they are 
paid in money, and thus enabled to buy just what 
they want, and at the store where they think they 
can get it cheapest. 

A merchant told us not long since, that he re- 
garded the condition of his own class as far more 
pitiable than that of the working man. If a mer- 
chant, he observed, in times like these, loses his 
capital, it will be very difficult for him ever to re- 
cover it. But the working man’s capital is in his 
faculties. He may suffer severely for a time, yet 
it may be hoped his sufferings will be but tempo- 
rary. There is some force in this observation.— 
Yet it must be recollected that the destruction of 
the various kinds of mercantile and other capital 
that has taken place among us, has greatly dimin- 
ished the fund out of which the wages of labor 
are to be paid. Each class has the best means of 
judging ofitsownembarrassments. The interests 
of all the honest and industridus classes of society 
are so intertwined that one cannot suffer without 
the others suffering also. 


A part of the present distress, especially among” 


Pecos doing business to a moderate extent, is to 
attribuled to the breaking of six of our banks; 
and more particularly the Penn Township, the. 
Manufacturers & Mechanics, the Mechanics, and 
the Moyamensing. As these were banks of rela- 
tively small capital, they did not disdain to trade 
with small people. Many of the storekeepers and 
mechanics had, in consequence, their deposits in 
them. The notes of these banks are now at 28 to 
40 per cent. discount: and this measures the ex- 
tent in which the ability of many master mechan- 
1cs8 to pay wages, has been diminished. 

__ All this loss we believe might have been avoided 
if a different method of producing a resumption 
of specie payments had been adopted. Gradu- 
ally wiypine up banks is one thing: suddenly 
SREA KING them up is another. 
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NORTHAMPTON BANK. 

In our last, we included the Northampton Bank 
of Allentown, Pennsylvania, in the list of the 
broken. Itsnotes were thenet about 40 per cent. 
discount, in Philadelphia, and they are now ata 
discount of 30 per cent., yet the friends of the 
Northampton Bank maintain that “it is a sounder 
institution” than most of the banks of this city. 

“Its notes,” says a gentleman residing in the 
vicinity of Allentown, “pass in every direction 
except towards the city of Philadelphia. There 
have been changed at my office, in the course of 
four days, upwards of eighty thousand dollars for 
real estate sold, and out of said sum about fifty 
thousand dollars were in Northampton money. 
No man makes any objection to it except our 
storekeepers, who say they cannot pass it in your 


city.” 

This letter is a curious illustration of the state 
of things prevailing at present in Pennsylvania. 
Every county has itsown curreney. Allentown is 
only fifty miles distant from Philadelphia, yet 
paper which is regarded as a sound circulating 
medium in Lehigh county, or “ Northampton 
money,” as it is ealled by the letter writer, is ata 
discount of thirty or forty per cent. in Philadelphio. 

Whatever discredit a bank may be in abroad, - 
it cannot be regarded as broken, so long as its 
issues regulate prices and are freely received in 
payment in its own neighborhood. We therefore 
take the name of the Northampton Bank out of 
the list of broken institutions. ; 


BANK OF THE UNITED STATES. 

The trustees of this bank have been cited to 
show cause why they should not give security for 
the faithful Scheie of their trust. This citation 
has been issued at the instance of Mr. Schwab of 
New-York, a gentleman who is said to be the 
holder of 40,000 shares, for most of which he paid 
more than forty dollars a share. Mr. 8., who is 
of European birth, states that he was induced to 
make this purchase through the representations of 
the condition of the bank which were sect forth 
by Mr. Bayard of the U.S. Senate, and other mem- 
bers of an examining committee of stockholders. 

The assets of the bank in New-York have been 
disposed of in a way that gives great dissatisfac- 
tion. The sale was held by the sheriff in a small 
room. Some five or six persons only were pres- 
ent, and bundles of bills receivable, of the nomi- 
nal amount of fifty, sixty, and seventy thou- 
sand dollars, were knocked off fora few hundreds, 
“ equal perhaps to one cent in the dollar.” We 
do not wonder at Mr. Schwab’s citing the trustees 
to give security for the faithful performance of 
their trust. P.S.—The Court has refused his re- 


uest. 
; “THE LUMBER BUSINESS.” 

Mr. George Handy, one of the leading mer- 
chants of this city, and a former Director of the 
Bank of the United States, was summoned to 
Harrisburg on the 28th of March to testify to the 
House, whether wy corrupt means had in 1840 
been employed by the Banks or their agents, di- 
rectly or indirectly, for the purpose of influencing 
the islature, or any other department of Gov- 
ernment, 
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_ Mr. Handy at first refused to testify, and was 
in consequence kept in custody in one of the 
rooms of the Capitol. On the 2d of April, how- 
ever, he became sufficiently communicative, and, 
after answering a few questions put to him by the 
committee of investigation, he introduced a num- 
ber of letters, the reading of which employed three 
hours, and developed many curious particulars.— 
In these letters, which were received by Mr. 
Handy in Philadelphia from certain persons who 
appear to have acted as bank agents at Harris- 
burg, reference is made to the “ going away” of 
certain “ joist,” and the purchase of “ fresh lots of 
lumber.” Frequent remarks are made in them 
about “the high price of lumber,” and frequent 
calls are made on Mr Handy for * documents” 
and “arguments.” A whole oe of plank cost, 
it appears, $ 120,000; a small piece of a foot or 
so, not more than $ 10,000. 

On the 4th of April Mr. Handy gave further 
testiniony ; and then Governor Porter interfered 
in such a way as has given rise to much specula- 
tion. On that day he sent a message to the Leg- 
islature informing them that he had directed 
‘“‘criminal proceedings to be instituted against 
George Handy and those implicated with him.” 
As Mr. Handy had turned State’s evidence under 
an explicit pledge that he should not be prose- 
cuted, this movement of the Governor, in this 
stage of the proceedings, is thought a very strange 
one indeed. 

By order of the Attorney General, Mr. Handy 
has since been arrested, and so also has Mr. Dan- 
iel M. Broadhead, one of the * lumber merchants” 
with whom he was in correspondence. Each is 
held to bail in the sum of five thousand dollars 
fora hearing on the 28th of April, to answer a 
charge of conspiring with others to induce cor- 
rupt Legislation. 





BANK FAILURES. 


The old bank of Columbus (Georgia) suspended payments 
on the Ist of April, and the Enquirer says it will never re- 
sume again. 

Our brokers here reject the notes of the New Hope and Del- 
aware Bridge Company. It has always been a ricketty con- 
cern: but, perhaps, ‘‘ New Hope money” may be as good in 
some pirts of Bucks County, as “ Northampton money” is 
in Lehigh. 





BANK DEFAULTS. 


The New Orleans Gas Light and Banking Company offer 
a reward of 1000 dollars for the apprehension of James B. 
Marks, late cashier of the branch of that institution at Na- 
poleonville. He is said to be a defaulter; but to what 
amount is not stated. . 

Mr. Edward Brennan, the late cashier of the Exchange 
Bank at New Urleans, is said to have gone off in company 
with Mr. Edward Yorke, its late President. 


—_—- 
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PRICES OF BANK NOTES AND SPECIE. 


Saturday, April 9, 1842 


BANKS OF EW YORK; PHUILAD'A- 
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TIE ccc weveee se eeeeeeseeeese 7 a } dis. 1 a — dis. 
New Hampshire. ..+---++*++++ et oie 1 a — dis. 
Vermont... aceon eeee serene -_—2 dis. 1 a — dis. 
Massachusetts . eee ee eee ene 4 a 4 dis. ] a — dis. 
Rhode Island etter ee eneees ja dis. 1 a — dis. 
Connecticut... ...e0. ener eee d a dis. 1 a — dis. 
New York City seeee ete ee ee ene Standard. 4 a — dis. 
New York State ...+.+.se++00 par aldis. | 1 a4 dis. 
East Jersey ecocecevescosesesse(—— & 1 a — dis. 





West Jersey eee ween eee eet ee eee Para 3 
Philadelphia ...--. aedeheahonn ~— ai dis. siaataed 


Pennsylvania, East......-+-+.+|/— @— dis. Par a2 dis. 
+ West weeeee sesee| — @ —dis. 1 pr. a 20 dis. 
Delaware ....ssersncecevene .<é-= a toe Par. ' 
Baltimore. ...s.eseees coeceesess § @ §dia. 1 dis. 
Maryland .......-- Solas en ae i .-—aSd5dis. | Para 5 dis. 
District of Columbia .......... — @ 1 dis. 1} dis. 
Virginia ...«--.+++++ ots estesas » — @a30dis. 10 a — dis. 
6 West eae ad aed ounad (iO & we Gn 15 a 25 dis. 
North Carolina. ....s.sseee0+88 — @ 6 dis. 6 a 6} dis. 
South Carolina. .«..-eeeeecneeee —a3i & Adis. 3ha 4 is. 
Georgia “ee eenee dun ed ctapecdcan QO al 4a40 
Alabama eee eee ee ee eer ee ee eee — a— dis. 20 a 25 dis. 
LOUISIANA. «. 00+ cesereveesecses 10 a 25 dis. 3ja 15 dis. | 
Mississippi...--++++++0++ seeeee —@—dis. |— a — dis. 
Tennessee eee ee eter eee eee — a5 dis. 20 a 22 dis. | 
Kentucky «..+-+- eee te we te eee FF — a 10 dis. 8a — dis. 
Missouri .......+.- ee ey 10dis. 
[llinois «+++. eenigeep ee seseees — @50 dis, | 50 a — dis. 
Indiana eee sees eeeeseoare mm a 15 dis. 20 a — dis. 
Qhid. .. 6... secu ce ecceeesseeess ——@ l0&I15dis. la 15 dis. 
Michigan .....+++ da bia oes ep ane — a 1l0&20dis.| 10 a 18 dis. 
American Gold, (new coinage).. Para— par a— 
Sovereigns ee * 4.85 a -—— 485 a — 
Heavy Guineas .....---0se00++ 5.00 5.05 5.00 @ 5.05 
Spanish Doubloons...««++++++ + 16.25 @ 16.50 16.25 a 16.50 


Patriot Doubloons....e-eeeeees 15.70 a 15.80 15.70 a 15.80 







ae Dollars. ..-+++se+ee++es| 2ha4§ pr. | 2a Spr. 
exican Dollars «..++eeesseees ha ¢pr para — 
Five Franc Pieces....0sseeeees 93} a 94 cents 93 4 —_—— 
Half Dollars ...-- 0. eeeeceeenes Par. par a — 
BILLS OF EXCHANGE ON 
LONdON 2 .ccccecerevececcesees 6$a7i pr. 5 a 7} pr. 
France. ..cccccssvewss seveseses| Odlg 6 —— t{a—— 
Holland....-. ociv sinemee oi os 39} a 39 39 a—— 
Hamburg ....-+. ounces ca ehh . 35 a = 
Bremen ....... th deaa » Nae eb ortee 753 a 76 75h a@ 75} 
BOstOD < oc ccarscscccsccetsvece Par a } dis. a } dis. 
New York «....e0eeeeeees wesee par a ¢ dis. 
Philadelphia .......+-+ssse05-.)para  } dis. 
Baltimore .......- Japdesvecabe Aa idis.| }a@ 3 dis. 
Richmond. ....cssecssesevecees 3 a 9 dis. 9 a — dis. 
North Carolina. ee tere eee eeeee 5h a 6 dis. 
Charleston ......0+.eee* cosecee| LE6 2 dis. a — dis. 
Savannah eee w eee eee eee te eenee Qha 2} dis. a — dis. 
AUgUStA .eceracees aie ataknccesioe. & ap mim 
Columbus «...-e.ceeee eens esses} nominal 
MGCOR sis cect svacsccde eel svows 18 a dis. 
Mobile... ccccccryesns sveucoet ./24 a2 dis. |35 a — dis, 
New Orleans. ....+seeeeseereee Tia 8 dis.| 8 a — dis. 
Natchez. ...ccssccescecsceseses nominal no sale. 
Nashville ....ccccvcccccececvcs 20 a 22 dis. |20 a@ 22 dis, 
St. LOuis ...ecceceenees Redisvoes 20 225 dis 
Louisville ......cccccecsccesss 7 a 7 dis. |7} a — dis. 
CHNEINMALE ©. occccccvececeess a 7 dis. \10 a — dis. 
Michigan ....- We ccevvsevacece -| 9 @10 dis 
PRICES OF PRODUCE. 
Cotton, New Orleans, per !b...-| 5 @ 1) 83a oF 
Mobile «..-eseeeeeeeeee 6:-a 103 83a 
. Upland, .co0+.cecevese% 5 a 9 8 a 9b 
Flour, Western Canal, per bbl.| 6.12} @6.43 |5.50 @ — 
Philadelphia....+.-+++-- 5.75 a 5.874| 5.50 a 5.62} 
Rye Flour... ..--e+e++++ 3.00 23.25 |3.75 a 381 
Indian Meal ......-+++.- 2.87} a 3.06 | 2.75 a 287} 
Grain—Wheat, per bush...-..- 1.18 21.27 | 1.19 @ 1.21 
Ry€ wcvvceececerceeeees — «a3 63 a 67 
CORR ooo sens ctncosecess 55 a 624 52 a 60 
Oats... scsvccecereceees 40 a 45 422 a4 
Iron, Amer., Pig, No. 1, per ton) 30.00 a@ 32.50) — a 31.00 
r rolled. ...«.+. 75.00 a 80.00) 77.50 a 85.00 
Lead, Pig, per Ib....-.++++e00 a 3} 
Tobacco, Richmond, per Ib..... 3 a 6 
North Carolina .....- Qa 5 
Kentucky......++++.: Qha 6} 
Wool, American, Merino, perlb.| 32 a 34 
Common ..... 18 220 
Whiskey, Rye, per gal......-.. 16 al? 
Provisions, Mess Beef, per bbl..| 7.25 a 8.00 
Mess Pork, per bbl.| 7.50 a 9 
Haims, per Ib..-.... 64a 7k 
Lard, per Ib.......- 5}a 64 
Cheese, per Ib.....- 7 a 
Rice, per |b : 2a 3 
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To re the public distress, the Legisla- 
ture of Ohio passed a law to prevent property 
from being sold, unless it would bring a cer- 
tain amount, to be fixed by appraisers. ‘This 
law operated very unequally. Another law 
of the same State, to prohibit buying and sell- 
ing the notes of chartered banks, would have 
increased the mischief, if it had not, happily, 
been such a law as, from the nature of things, 
could not be enforced. 

Kentucky adopted what has been called 
the ‘‘ relief system,”’ in all its extent. Stop 
laws, stays of executions, and replevin acts, 
followed one another in quick succession.— 
And Commonwealth banks, or State loan of- 
fices, were established in Kentucky, Indiana, 
Illinois, and Missouri, with power to issue 
millions of paper-money. ‘lhe creditor had 
no alternative but to receive this paper or 
wait for payment till better times should ar- 
rive. 

Goyernor Adair, in his message to the Le- 
gislature, in October, 1821, said, that * the 
poremmcen law of necessity”’ had compelled 


entucky to resort to a policy against which 


strong objections might be brought: but.he 
added, ‘let it never be forgotten, that the 


. measures adopted have completely realized 


the proposed end: that an agitated and en- 
dangered population of half a million of souls, 

has been tranquillized and secured, without 
the infliction of legal justice, or the cenpe 
of violated morality.” 

All the people of Kentucky did not think 
so highly of the system, and the judges of 
the court of appeals were among the dissi- 
dents. ‘They resolutely refused to acknow- 
ledge the constitutionality of the ‘‘relieflaws:”’ 
and the Legislature established a new court of 
appeals, the judges composing which were 
friendly to the relief system. 

The people divided into two parties, and 
the contest was conducted with great violence. 
The party friendly to the new court of ap- 
peals had the ascendency for several years. 
In 1824, they numbered sixty members of. 
the Legislature, while their opponents nunt- 
bered but forty. In the session of 1825-26, 
they appear to have been less powerful, for 
we find that preparations were made to defend 
the records of the new court of appeals with 
powder and ball.* In the fall of 1826, the 
friends of the old court elected a majority of 
members of the Legislature. A change of 
only ninety-one votes at the polls, would have 
given their opponents the majority of mem- 
bers. The old court party has, however, 


* See Philadelphia Gazette of January Ist, 1826. 
Q* 


sry (50 gle 


OF PAPER: MONEY AND BANKING. 329 


ever since retained the ascendency ; and the 
relief system is at an end. — 

All parties now are willing to adenit that 
this ‘‘ relief system’’ did great evil. It did 
not effect an equitable adjustment of the af- 
fairs of debtor andcreditor. ‘Thatcould have 
been effected only by a legislative or judicial 
recognition of the changes which had been 
made in the standard of value, and by asepa- 
rate adjudication ineachcase. It wasonly by 
accident if a man received payment in paper 
of the same value as that which was current 
when the debt was contracted. 

The Bank of the Commonwealth of Kentucky 
commenced discounting on the 27th of April, 
1821. Its notes were sold almostimmediately 
at seventy cents in the dollar; and continued to 
depreciate till Aprilor May in the ensuing year, 
when the exchange was two. ed and ten 
paper dollars for one hundred silver dollars. 
On the 28th of July, 1821, which was ten 
days after it commenced its issues, the notes 
of the State Bank of Illinois were fifty per 
cent. below par. In addition to the loss 
which each creditor sustained by being paid 
in money of this description, he was liable 
to further loss from the paper depreciating 
while it remained in his hands. 

The other branches of the relief system, 
the stop laws, the appraisement laws, the 
stays of execution, and the replevin acts, 
tended to destroy the confidence of men in 
One another and in the government. 

The relief system is at anend; but its evil 
effects will b o felt in the west for twenty years. 
What, then, ought we to think of the banking 
system, in which the relief system originated? 





CHAPTER XV. 
Of Banking in the Southwestern States. 
From Mr. Gallatin’s and Mr. Crawford’s 


tables, there appear to have been three banks 


in operation in Louisiana, in 1814, with a 
capital of $1,432,300; two in ‘l'ennessee, 
with a capital of $212,962 ; and one in Mis- 
sissippi, with a capital of $100,000. 

The Banks of New-Orleans suspended 
specie payments in the latter part of April, 
1814,¢ about four months sooner than the 
banks of Philadelphia. ‘The pretext was, 
that a contraband trade was drawing away all 
the specie. ‘The fact may have been as 
stated : but if the banks of New-Orleans had 


t See Niles’ Weekly Register for May or June, 1814. 
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not issued to excess, no contraband trade, or 
any other kind of trade, could have deprived 
Louisiana of its metallic money. The ex- 
cuse was, however, quite as good as that 
made by the banks of the middle States, viz. 
—<‘ That dealings in British government bills 
of exchange, and importations of foreign 

through the eastern States, were draw- 
ing off all the silver.” 

The Bank of Nashville, Tennessee, did not 
stop specie payments till July or August, 
1815, nearly a year after the banks of Phila- 
delphia.* | 

_ The banks in Tennessee in 1817 were, 
the Fayetteville Bank of Tennessee, with a 
capital of 200,000 dollars; the Nashville 
Bank, with a capital of 400,000 dollars ; and 
the State Bank, with a capital of 400,000 dol- 
lars. In November, 1817, the capital of the 
State Bank was increased to 800,000 dollars, 
and authority was given to it to accept a batch 
of banks as branches, which thereby swelled 
its capital to 1,600,000 dollars. A similar 
union was effected between the Nashville 
Bank and a number of others, by which the 
capital of the Nashville Bank was augmented 
to 1,031,705 dollars.t 

Between the years 1817 and 1820, the 
capital of the Bank of Mississippi was in- 
creased from 100,000 to 900,000 dollars : and 
the number of banks in Louisiana was in- 
creased from three to four, and their capital 
from 1,432,300 to 2,597,420 dollars. About 
the same time, the system was introduced 
into Alabama, by the establishment of the 
Planters’ Bank at Huntsville. 

The same causes that led to the extension 
of banking operations in Ohio and Kentucky, 
were what led to an extension of banking 
operations in the southwestern States; and 
they all felt the reaction of the system about 
the same time. 

In July, 1819, the banks of Tennessee 
stopped payment: and soon after, a law was 
passed forbidding the issuing of executions 
on judgments, for two years, unless the plain- 
tiff would consent to receive ‘ current notes”’ 
in payment. | 

As the ** current notes,’’ (that is, the notes 
of the non-specie-paying banks of the State,) 
were many per cent. below par, this was 
making a considerable abatement of the de- 
mands of creditors. It gave them cause for 
complaint, but did not effectually relieve 
debtors ; and as the public distress increased, 
a special meeting of the Legislature was held 
in June, 1820, to consider the state of affairs. 


*See Niles’ Weekly Register for August, 1815. 
t American Quarterly Review. 
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The governor told them, in his message, ‘‘ He 
was fully persuaded that much good would 
result to the country generally, by extending 
the time in which payments can by the pres- 
ent laws be forced, unless the creditor should, 
by his own voluntary act, make terms of ac- 
commodation, and instead of cash payments, 
take from the debtor such valuable estate, 
either real or personal, as it may be in his 
power to give, and at such abatement under 
its estimated value as you may direct.’’ The 
Legislature, in acting on this subject, not only 
adopted the proposition of the governor, b 
established a relief bank, with a capital of 
1,000,000 dollars, to make loans to debtors 
only. Asa fund for the redemption of the 
notes of this Bank of the State of Tennessee, 
as it was called, the proceeds of certain pub- 
lic lands were appropriated. At the same 
time, an act was passed authorising defend- 
ants to redeem in two years all Jands and ne- 
groes sold under execution, on paying to the 
purchaser ten per cent. on the money he 
might have advanced. 

Gen. Jackson, Col. Edward Ward, and 
other citizens, remonstrated against these 
proceedings, pronouncing them inexpedient, 
injurious in their tendency, and a violation of 
the constitution. Gen. Jackson, in particu- 
lar, was very energetic in his opposition ; and 
a number of the most respectable citizens of 
the State united with him in sentiment.— 
Their combined efforts could not prevent the 
Legislature from adopting the system : but it 
would hardly be correct to say, that their op- 
position had no effect. The issues of th 
Bank of the State of Tennessee were mode- 
rate, when compared with those of the Bank 
of the Commonwealth of Kentucky: and Ten- 
nessee appears not to have suffered as much 
as her sister State by the relief system. 

In March, 1821, the notes of specie-pay- 





_ ing banks were at an advance, at Nashville, 


of thirteen to seventeen per cent., when esti- 
mated in notes of the Bank of the State of 
Tennessee, and the currency does not appear 


to have undergone any sensible improvement 


for several years ; for we find Tennessee pa- 
per quoted in the Philadelphia papers, of 
August, 1824, at twenty-five per cent. dis- 
count. 

In July, 1826, the Bank of Nashville gave 
notice of its intention again to resume specie 
payments. Itcommenced them accordingly, 
in September ; but 260,000 dollars in specie 
were drawn from it in seventy days, and it 
could bear no further drafts. The only Bank 
then remaining, (except the private bank of 
Yeatman, Woods & Co.,) was the Bank of 
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the State, the notes of which are quoted in 
the Philadelphia papers of 1829 and 1830 at 
ten per cent. discount. 

The notes of the banks of Mississippi and 
Louisiana appear from the Philadelphia price 
currents, to have been subject to little, if any 
more vacillation than those of the banks of 
the middle States: but the currency of Ala- 
bama has been very bad. 

In 1821, the notes of the local banks being 
discredited, no way was found of paying pub- 
lic expenses in Alabama, but by issuing 
comptrollers’ warrants. ‘These would not 
circulate, as some thought because they were 
on bad paper and not handsomely printed ; 
whereupon, it was proposed to send to Phila- 
delphia for blank warrants, handsomely en- 
graved, and printed on silk paper. 

In 1824, Huntsville notes were at thirty 
per cent. discount at Philadelphia. 

In the next year, the Bank of the State of 
Alabama was brought into operation. All 
the spare funds of the State were devoted to 
its establishment, and its capital has been 
augmented from year to year, as the means 
of the State government have increased. Its 
loans are distributed among the different 
counties in proportion to their population.— 
Its notes do not appear ever to have been at 
par in the Philadelphia market. 

In 1828, there was no local bank in opera- 
tion in Kentucky, none in Indiana, none in 
Illinois, none in Missouri, but one in Ten- 
nessee, one in Mississippi, and one in Ala- 
bama. 

Branches of the United States Bank were, 
however, doing an extensive business in the 
west : and Judge Catron, of Nashville, in an 
address which he published in June, 1829, 
pronounced the crisis a dangerous one.— 
‘* Millions,”’ he said, ‘** have been loaned by a 
single bank—the crush of 1819 must over- 
take us.” 

Directing his remarks ‘* to the cultivators 
of the soil and the laboring people of ‘Ten- 
nessee,’’ he said—** The great pressure upon 
the people of this State for money, growing 
out of the excessive loans of the Branch 
Bank of the United States at this place, and 
the yet more excessive usury (from 5 to 10 

er cent. a month,) everywhere prevailing, 

induced me to address you this note upon 
a subject maturely considered of, during the 
last ten years; of the necessity of which, 
my convictions have been confirmed by ex- 
perience and observation. 

‘* ] propose that the Legislature of 'Tennes- 
see, at their next session, pass a law declar- 
ing—‘ That no one shall be bound for the 
debt or default of another, by writing or 
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otherwise: Provided that the act shall not 
extend to securityships entered into in the 
courts of justice. In other words, that no 
one shall be bound as security for another, in 
any case, by word, bond, note or endorse- 
ment, for an ordinary contract between man 
and man.’ 

‘* Should such a law be passed, no man 
will be trusted, except upon the faith of his 
property, unless he has industry and honesty; 
debts will be small and few, cash payments 
generally required, and the necessaries of life 
cheaper to the consumer. 

‘* Wives and daughters, I ask your power- 
ful influence and aid, to procure the passage 


_ of a law, cutting off the powers of your hus- 


bands and fathers, to inflict ruin upon you, 
by standing the security of worthless adven- 
turers. The writer begs your indulgence 
to his feelings, when he speaks of you in 
connection with ruined securities. He has 
seen you turned out from your happy homes 
upon the streets and highways in search of 
bread, the derision of those who have been 
the cause of yotfr destruction. 

‘‘For the sake of your families, fellow 
citizens, let me entreat you to refuse your 
names, should the banks and usurers outvote 
us, and the law not be passed. If you go 
security, what right have you to hope that 
your house will be your own to cover the 
heads of your wife and children ; you whose 
labor furnishes us all with bread, I ask—is not 
the speculator the idle and worthless cox- 
comb, who boldly solicits credit and obtains 
it, more encouraged in society than the most 
honest and industrious of you, who by hard 
and daily labor earns his bread? I appeal 
to you who till the earth, whom I hail as es- 
pecial friends ; I appeal to the mechanic, with 
the sweat and dust of labor upon him, are 
you not ridden down by unprincipled adven- 
turers, incloth and ruffles, who but the other 
day, through sheer worthlessness, deserted 
the plough, the plane, or the trowel, now 
turned merchants, or mock gentlemen in some 
form, upon the credit of those from whose 
side they so lately deserted? Bankrupts in 
purse, and knaves in principle, with nothing 
to recommend them save impudence, and the 
fine clothes bought with the money you have 
paid, or will be forced to pay, as their secu- 
rities. Will you longer be imposed upon? 
I hear you vociferate the energetic No: you 
are mistaken, my worthy friends, I know 
your indulgent natures ; a hundred times you 
have determined, and been ready to take a 
solenff oath you would never again go secu- 
rity, and as often wanted firmness to resist 
the succeeding impudent request. Thov- 
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sands have I known ruined, calling heaven to 
witness every time they lent their names, that 
they had gone security for the last time.— 
You cannot help it, citizens ; itis a weakness 
of your nature. Step forward boldly and 
confess that you cannot conquer it, and in- 
struct your representatives to pass a law to 
protect your frailty, and guard you against 
those mistaken friends, or designing knaves, 
threatening your destruction.”’ 

Judge Catron may spare himself further 
labor. The present rage in the west and 
southwest, is for State banks of various forms. 
Political power and money power are to be 
henceforth in the same hands. Our present 
contests are less for the honors than for the 
emoluments of office. ‘Their violence is to 
be increased by making the capital and the 
credit of the different State governments the 
prizes of the successful party. In the regu- 
lations which may be made for the distribu- 
tion of loans, there may be great apparent 
fairness ; but the practical operation of the 
system must be for the advantage of a small 
part of the community, and#he disadvantage 
of allthe rest. A new kind of aristocracy, 
a kind of half-political, half-moneyed aristoe- 
racy, will spring up in the land. ~ 

The State governments have no constitu- 
tional power to establish State banks, or any 
other kind of paper-money issuing institu- 
tions., They are expressly prohibited to 
‘emit bills of credit.”’ Qui foci per alios fa- 
cit per se. He who does a thing by others, 
does it himself. State banks and incorpo- 
rated paper-money banks are palpable viola- 
tions of the constitution, and would be ac- 
knowledged to be so by every body, if in- 
terest did not blind men’s eyes to the truth. 

The business of lending money is no part 
of the duty of any government, either State 
or Federal. If a government has more funds 
than are required for public purposes, its duty 
is to remit part of the public taxes. Banking 
and brokerage are the proper pursuits of such 
private citizens as choose to engage in them, 
protected by the same laws that protect men 
engaged in other businesses. 





CHAPTER XVI. 
Of Banking in the Southern States. 


Tue banks of the south found it conveni- 
ent to suspend specie payments, soon after 
this measure was resolved on by the@banks 
of Philadelphia; and an extension of bank- 
ing operations in that quarter was the neces- 
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sary consequence. Without resorting to 
other evidences, the following tabular view 
of the amount of bank capital in the four 
southern States, in two different periods, will 
be sufficient.* 


1814. 1816. 

Georgia, 623,580 1,502,600 S 
South Carolina, 3,730 900 3,832. 758 
North Carolina, —_‘1,574,600 2.776,000 
Virginia, 3,592,0; 0 5,521,415 
9,532,080 13,632,773 


According to Mr Gallatin’s tables, there 
were fourteen banks in these States on the 
Ist of January, 1815, and twenty-three on 
the Istof January, 1816. Two of the banks 
of Virginia had, in this interval, increased 


. their circulation from 4,616,240 to 6,031,446 


dollars. Of the circulation of the other banks 
in the south, we have no returns. ‘The ag- 
gregate increase was, no doubt very omit 
erable, but it was not sufficient to bring down 
the currency to a level with that of Maryland 
and Pennsylvania. In the tables appended 
to Mr. McDuflie’s report, it is stated that, on 
the 1st of July, 1816, when subscriptions 
were made to the stock of the United States 
Bank, specie was, at Philadelphia, at 17 per 
cent. advance, and at Washington, at 20 per 
cent., while it was only 9 a 10 at Norfolk, 
and 6 a 8atCharleston. The price of specie 
in North Carolina and Georgia, is not men- 
tioned, but North Carolina notes bore a pre- 
mium of four per cent. at Philadelphia, on 
that day, and New-York notes were at a dis- 
count of 5 a 9 per cent. at Savannah. 

The comparative moderation of the south- 
ern banks is to be ascribed to the fact, that as 
but a small portion of the revenue from the 
customs is collected in the south, they did not 
get many of the treasury notes which were 
issued in the year after the war. 

When the United States Bank began ope- 
rations, it did not include the offices at 
Charleston and Savannah, in the plan for the 
‘equalization of exchanges.” It however 
gave these offices authority to do an extensive 
business. By the 29th of July, 1817, the 
branch at Charleston had made discounts to 
the amount of 850,000, and that at Savannah 
to the amount of about 300,000 dollars. On 
the 23d of June, 1818, the total of discounts 
at Charleston, including bills of exchange and 
stock notes, was about $2,700,000, at Savan- 
nah $1,000,000, at Fayetteville $500,000, 
at Norfolk $1,400,000, and at Richmond 
$3,000,000. 

This increase of credit dealings in the south 
did not improve the state of the currency : 
and the attempts that were made to support 


*See Mr. Crawford's report in 1820. 
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excessive issues of paper, by importing spe- 
cie, proved unavailing. ‘The directors of the 
Bank of the State of South Carolina say that 
‘*in the first six months of 1818, it is proba- 
ble that upwards of $800,000 in specie were 
thrown into general circulation in the city of 
Charleston. It is probable that by the first 
of November in that year, not $50,000 of the 
whole sum remained in the State; we are 
confident that not $10,000 could have been 
found in Chafleston.”’ a 

The Bank of the United States was, to 
promote its own views, very indulgent to the 
banks of the south, at the commencement of 
its operations. Without being so, it could 
not, as its specie capital was inconsiderable, 
and as the deposits of public money were 
small in that quarter, have done much busi- 
ness at Savannah and Charleston. It freely 
received the notes of the local banks, and as 
it did not press for immediate payment, it 
encouraged them to make additional issues. 
The Bank of the United States could not, 


however, defer its demands for ever, and when | 


it called for payment, a conflict commenced 
between it and the local banks, which was 
not fairly terminated for several years. 

As some movements in the Legislatures of 
Georgia and South Carolina had, at an early 
period, indicated a disposition to embarrass 
its operations, the United States Bank did not 
deem it prudent to use the most rigorous mea- 
sures with the Banks of Charleston and Sa- 
vannah. Fully aware of this fact, the banks 
south of Virginia began, in the crisis of 1819, 
boldly to evade specie payments, if they did 
not make a full and formal suspension. 

The Bank of Darien, Georgia, for exam- 
ple, adopted the following course of proce- 
dure, as is described by an eye-witness :— 
‘Persons making demands on the Bank of 
Darien, must swear before a justice of the 
peace, in bank, to each and every bill pre- 
sented, that itis his own: that he is not agent 
for any other person ; and that oath must be 
made in the presence of at least five directors 
and the cashier: it also makes the person so 
demanding specie subject to a charge of 
$1 37% on each bill, which must be paid on 
the spot, and unless you find five directors 
and the cashier together, you cannot make a 
demand.”’* 

As the United States Bank could not easily 
get payment from the local banks, and as spe- 
cie was almost immediately demanded for 
such of its own notes as it issued in the south, 
it found it politic, if not necessary, to receive 
what was due on aecount of the imposts in 


* Niles’ Weekly Register, August 14th, 1819. 
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North and South Carolina, and Georgia, in 
notes of the banks of those States. So far 
as it traded, it traded on these notes—issuing 
none of its own. This arrangement gave the 
southern banks a monopoly of the profits de- 
rivable from the circulation of paper: but they 
were not satisfied, because they had not also 
the profits derivable from the use of the public. 
deposits. When the United States Bank, in 
the spring of 1820, made a demand on the 
banks at Savannah, for payment of a con- 


siderable amount of notes, which had been © 


received principally in payment of duties, 
those banks refused either to make pay- 
ment in specie, or to allow interest on the 


sum which was unliquidated, ‘The United 


States Bank then protested a large amount 
of their notes: and soon afterwards, five 
hundred dollars in notes of the State Bank 
of Georgia were advertised to be sold by aue- 
tion, for specie, in lots to suit purehasers, in 
front of the Exchange at Savannah. 

In August the Banks of Savannah had 
again the reputation of specie-paying banks: 
but they refused fo give money to individuals 
for their paper, unless those applying for it 
would agree to take half the amount in bills: 
of the Varien Bank. It cannot, however, 
be said that they refused all kinds of accom- 
modation to the public, for while they would 
not pay eash for their notes, they would 
oblige a holder of them by giving him a draft 
on New-York at three per cent. advance.t 

In this contest the local banks enlisted the 
feelings of the Legislature of Georgia in their 
favor; and an act was passed, in the begin- 
ning of 1821, to repeal the law allowing 
twenty-five per cent. damages on nonpayment 
of notes, so far as it might operate in favor 
of the United States Bank. Such a disposi- 
tion in the Legislature, was an encourage- 
ment to the banks to evade payment to indi- 
viduals: and we read, without feelings of 
surprise, that on a demand being made in 
April on the Planters’ Bank of Georgia for 
thirty thousand dollars in specie, the cashier 
replied that he would pay in cents only : and 
that, when a gentleman of Augusta made a 
demand for specie in June, cents were ten- 
dered to him and counted out at the rate of 
sixty dollars a day.t | 

From that time to this, the people of 
Georgia have suffered the evils of irregular 
banking, sometimes im one form and some- 
times in another. ‘The paper of their banks 
is usually at a discount in the Philadelphia 
market, exceeding the natural rate of ex- 


t Niles' Weekly Register, August 26th, 1820. 
{ United States Gazette of April 30th, and June 22d, 1821. 
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change, that is, the cost W trans Porting spe- 
cie. In 1824, compl3™\s wete made that 
‘**change” bills, issued by individuals and 
corporations, were in circulation. In the 
same year we find the governor declaring 
‘« that all the banks should resume specie pay- 
ments without delay.” If they all resumed 
them, they could not all maintain them, for 
Mr. White, of Baltimore, in a letter to the 
Secretary of the Treasury in 1830, speaks of 
‘* intelligence having just been received of the 
failure of some of the principal banks of 
Georgia to redeem their notes with specie.”’ 
Complaints of sufferings by the people of the 
State have been frequent. In 1824 and 1828 


these complaints were very loud. When the . 


Legislature attempted to relieve the planters, 
by establishing a bank on the funds of the 
State, called the ‘* Central Bank,’’ and opened 
that bank for business at Milledgeville in 
1829, “the rush for money was tremen- 
dous.”’ 

In South Carolina, a disposition was 
evinced by a part of the population to make 
the suspension of specie payments perpetual. 
Full proof of this is to be found in a long and 
elaborate report by the Directors of the Bank 
of the State, dated October Ist, 1819, in 
which all the arguments of the English anti- 
bullionists are placed in prominent relief.— 
The prosperity of the country from 1815 to 
1817, is depicted in glowing ‘colors. The 
effects produced by the resumption of specie 
payments are deplored as unnecessary evils. 
‘**It becomes necessary to inquire,’”’ say the 
directors, ‘* whether, in the present state of 
the world, a metallic currency, sufficient for 
the wants of our country, is attainable, and 
whether, if it be obtained, it will be worth 
the necessary cost: whether, in fact, a cur- 
rency equally good, perhaps better, may not 
be established, without any of those sacrifices 
which our country has already been obliged 
to make, and which it must for a long time 
make, to secure this fugitive and evanescent 
object. . . * . In Great 
Britain, where alone, in modern days, gold 
and silver have for a short time been left freely 


to find their value in an unshackled market, - 


they have been known to fluctuate in value 
nearly fifty per cent. in the course of a few 
months: a fluctuation which no paper cur- 
rency has ever undergone, excepting such as 
has been issued by the mandates of arbitrary 
and necessitous governments, where no value 
is received for it on its emission, no pledge 
given or secured for its redemption.” 

The Bank of the State of South Carolina 
did not pay specie regularly till the vear 
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1823, and the United States Oe 
ton, as it is stated in Degrand’s Weekly Re- 
port, ** fostered the irregularity by aiding the 
circulation of State Bank which was 
not convertible.” Since that time, 

does not appear to have been less ** 

in South Carolina than in Pennsylvania: but 
as ‘“‘regular” banking by corporations and 
with paper-money may produce great evils, 
it might be worthy of inquiry if part of the 
sufferings of the people of that State have 
not their origin in this cause. The excite 
ment, however, at this moment, appears too 
great to permit such an inquiry to be made. 

Virginia has the honor of being the-first 
State that took effectual measures towards 
reforming the currency. This she did in 
1820, when she passed an act to prohibit the 
circulation of notes of a less denomination 
than five dollars. Her banking operations 
have never been less regular than those of the 
middle States : and she will probably be one 
of the first to establish a perfeetly sound sys 
tem of credit and currency. 

Of the condition of affairs im North Caro- 
lina, the reader may judge, by the following 
extract from a report made to the Legislature, 
at the session of 1828-9. 

“The Legislature having laid down, in 
the charters of the several banks, certain fun 
damental articles for the government thereof, 
the committee assumed these articles as the 
basis of their investigations, and | 
accordingly to inquire, in the first place, 
whether the stock of the several banks had 
been raised in the manner required by their 
charters? ‘The evidence received by the 
committee on this point, shows that the char 
ters of the banks were disregarded and vi0- 
lated in the very creation of their capital. 

«The charter of the Bank of Cape Feat, 
enacted in 1804, authorised that 
to raise a capital stock of $250,000; and the 
charter of the Newbern Bank, enacted im the 
same year, authorised that bank to raise @ 
capital stock of $200,000; both charters di- 
recting the capital to be paid by the stock 
holders in gold or silver. The und | 
have received no evidence as to the in 
which these banks got into operation. 
would seem, however, that they contem- 
plated, at the outset, an evasion of the pro 
visions of their charters. It is in evidencét 
the undersigned, that soon after they went 
ito operation, they contrived to get posse 
sion of nearly all the paper-money whieh had 
been issued on the faith of the State, which, 
being at the time a legal tender, enabled them 
to evade demands for specie, which they 
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by thrusting this Tagged paper at those who 
present-ed their notes for specie. In 1807, 
$25,000 were added to the capital stock of each 
of these banks; in 1814, their charters were 
extended, and they were authorised to increase 
their respective capitals to $800,000 each, viz., 
the Newbern Bank was authorised to raise an 

ddition to its stock of $575,000, and the 
Bank of Cape Fear, an addition of $525,000. 
it is in evidence to the undersigned, that the 
whole of this additional stock was manufac- 
tured by the banks themselves, and that, in 
many instances, favored individuals were per- 


' mitted to acquire stock by subscribing their 


names, and putting their notes into bank, 
without advancing a single dollar of actual 
capital. It follows, that the whole amount of 
the interest drawn from the people, on the 
loans made on this fictitious capital, was a 
“foul and illegal extortion. The effect of the 
transaction was the same as if the pretended 
stockholders had individually executed their 
notes of hand, without interest, to the amount 
of notes which they issued from the bank, 
and exchanged them with the people for their 
notes, bearing interest, and renewable every 
ninety days. ‘Taking the issues made on this 
fabricated capital to be in proportion with 
those made on the former capital, they must 
have put into circulation, on the faith of the 
assumed stock; between 3 and 4,000,000 
of notes; and thus, a parcel of individuals, 
under the name of stockholders, but who, in 
fact, held no stock, contrived to exchange 
their notes, without interest, to the amount 
of 3 or 4,000,000, for the notes of the peo- 
ple, bearing an interest of more than 6 per 
cent.; and while the property of the people 
was pledged for the payment of the notes they 
had given fo the stockholders, there was not 
a dollar or an atom of property pledged to 
them for the payment of the notes they had 
received from the stockholders; so that for 
the use of their notes, which, intrinsically, 
were ofno value atall, the stockholders of these 
two banks have drawn from the people, by way 
of interest, something like $200,000 annually. 
‘* The charter of the State Bank, enacted 

in 1810, authorised that corporation to raise 
a capital stock of $1,600,000, and directed 
books to be opened to receive subscriptions 
for that sum, requiring at the same time, 
that individuals subscribing for stock, should 
pay three-fourths of the amount subscribed 
in gold or silver, and the other fourth in the 
paper currency issued on the faith of the 
State. Books were accordingly opened, and 
the sum subscribed, including the subscrip- 
tion of $250,000 for the State, amounted to 


at 
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$1,175,600. Of this sum, only $500,000, 
or thereabouts, was paid into bank, as re- 
quired by the charter, in gold orsilver. The 
balance was paid in bank notes. Upon the 
capital thus constituted, the bank went on to 
operate till November, 1818 ; at which time, 
the proportion between the notes in circula- 
tion and the specie on hand, was nearly twelve 
to one. In other words, the bank had largely 
upwards of eleven and nearly twelve dollars 
of their notes in circulation, for every dollar 
of specie in their vaults. ‘The directors then 
ordered books to be opened to receive sub- 
scriptions for the $424,000 which remained 
unsubscribed when the books were first open- 


_ ed; and it forms a part of the order by which 


this additional ;subseription was authorised, 
that the subscribers might pay it in the notes 
of the bank. ‘The reason assigned for this 
operation of the directors, is, that they were 
desirous of applying the sponge to a part of 
their outstanding debt; and by way of calling 
in $224,000 of their notes, they authorised 
individuals who held them to subscribe for 
stock in the bank to that amount, and pay for 
it in their notes. Thus, at a time when they 
had in circulation nearly twelve dollars in 
notes for every dollar of specie in their vaults, 
and when most obviously they were unable 
to redeem their notes with specie, they pur- 
chased them from the holders by the sale of 
stock which they themselves ‘created by the 
mere act of subscription. ‘This the under- 
signed conceive to have been a most flagrant 
and fraudulent violation of their charter. The 
charter only authorised the bank to operate 
on a real and intrinsic capital, and directed 
that the capital should be paid into the bank 
by the stockholders. In the transaction al- 
luded to, the bank itself, by a seribbling pro- 
cess of its own, created the capital, and paid 
off a portion of its debt, by the very act by 
which it also increased its capital. A eireum- 
stance, too, which greatly adds to the enor- 
mity of the transaction, is, that before all the 
instalments became payable, the State Bank, 
the Bank of Newbern and Bank of Cape 
Fear, entered into a formal resolution, through 
their delegates assembled at Fayetteville, in 
June, 1819, not to pay specie: and their 
notes immediately fell to fifteen per cent. be- 
low par. Then commenced the system of 
usury and extortion, which has since been 
carried on with such unparalleled audacity, 
under the name of exchange. Up to this 
time, viz., 1819, the high tide of commercial 
prosperity enjoyed by the country, enabled 
the banks to keep afloat, notwithstanding the 
artificial character of their capital, without re- 
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to this daring and dishonest expedient. 
They had kept pace in their operations with 
the increasing resources of the country, so as 
to absorb, by way of interest on discounts, 
nearly all the profits on the immense business 
then doing ; and having raised against the peo- 
ple a debt equal to the vast resources which, 
from 1815 to that time, they had derived from 
their foreign commerce, as soon as the altera- 
tion occurred in our foreign relations and 
these resources ‘vere cut off, the business of 
the country, unable any longer to employ the 
immense circulating medium which had been 
created by the banks, and their notes return- 
ing upon them for redemption, they deter- 
mined to extort from the people additional pre- 
miums on loans in order to enable them to 
meet the demands of their creditors. A scene 
of extortion and usury ensued, which has no 
parallel in the annals of avarice—the strange 
spectacle of moneyed institutions exacting 
specie in exchange for their notes, which they 
themselves refused to redeem with specie.— 
To show the gross character of the usury 
thus carried on, the undersigned will suppose 
a case: An individual applies to the bank for 
a loan of 1000 dollars, and offers his note to 
be discounted for the amount. He is told by 
the bank that his note cannot be discounted. 
unless he will exchange with them 1,000 
dollars of specie funds, for 1,000 dollars of 
their notes. Taking their notes to be 5 per 
cent. below par, 1,000 of their notes would, 
in fact, be no more than 950 dollars. So that 
the substance of such a proposition would be, 
that the borrower should give the bank /ifty 
dollars as a premium for the loan of 1,000 
dollars : which, added to the legal interest re- 
ceived in advance, would amount to some- 
thing more than 11 per cent. In some in- 
stances, the usury has been still more rank. 
Quantities of their notes have been loaned to 
individuals on condition that the whole amount 
should be returned in 90 days in specie funds. 
At the rate of depreciation before stated, such 
a transaction would be equivalent to the exac- 
tion of 26 per cent. The evidence received 
by the committee, shows that the State Bank 
and Bank of Newbern have been guilty of 
such practices since the summer of 1819,— 
There is no evidence that the Bank of Cape 
Fear has. It appears in aggravation of the 
guilt of these practices, that, in the case of 
the State Bank, the specie funds thus ex- 
torted from the people in exchange for their 
depreciated notes, have been employed by the 
bank in purchasing back those notes at a dis- 
count: That they have, at times, employed 
agents to New-York and Petersburg, to buy 





up their notes : and that about twelve months 
since, a parcel of their notes was bought up 
by their agent at Petersburg at 8 per cent. 
discount. It is stated by the President of the 
Bank of Cape Fear, for whose testimony too 
much respect cannot be expressed, that the 
notes of that bank have, at different times, 
been bought up at a discount by the bank. 
That a quantity of its notes were so pur- 
chased in anticipation of the late call of the 
stockholders : and that during the panic oeca- 
sioned by that call, something like 500 dollars 
of their notes were bought up by the bank at 
a discount of 5 percent. ‘The depreciation 
of the notes of all the banks, occasioned by 
the refusal of the banks to make good their 
notes with specie, has been productive of in- 
calculable mischief to the community; and it 
is no inconsiderable aggravation of the mis- 
chief to know that, in the case of the State* 
bank, large quantities of their notes have oc- 
casionally been thrown into circulation by 
themselves in the purchase of cotton. Itisin 
evidence to the undersigned, that they laid 
out at one time 30,000 dollars of their notes 
in the purchase of cotton, on which the 
made a profit of more than 8,000 dollars.— 
Another remarkable fact in the history of the 
State Bank, which the undersigned will notice 
in passing, is, that to protect themselves from 
demands for specie, they determined at one 
time to administer an oath to an individual, 
presenting their notes for specie, in which he 
was compelled to state that he was not a bro- 
ker. It further appears to the undersigned, 
that all the banks have bought up United 
States Bank notes, for which they exchanged 
their own notes at a discount; and the State 
Bank and Bank of Cape Fear, in direct vio- 
lation of their charters, have purchased stock 
to a considerable amount in the United States 
Bank. The State Bank appears to have made 
a most convenient use of this arrangement. 
It appears from the evidence of the late presi- 
dent of that bank, that they have been in the 
habit of rendering false statements to the 
Legislature ; and that in May last, when they 
stated in their exhibit that they had on hand 
214,000 dollars in specie, 140,000 dollars of 
it consisted of stock in the United States 
Bank. So that, instead of keeping the spe- 
cie in their vaults to take up their paper, they 
have vested it in the steck of another bank, 
and were deriving interest from it. It further 
appears from the evidence of the same per- 
son, that the amount of actual specie now in 
the State Bank at Raleigh, is not more than 
300 to 400 dollars: at any rate, not exceed- 
ing 1,000 dollars. 
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BANKING {N NEW ENGLAND. 


A New England gentleman once remarked to 
us that the History of Banking could have been 
written no where else than in Philadelphia. No 
other city, certainly, could have afforded such fa- 
cilities for writing it; for here thesystem began, 
and some important facts connected with its com- 
mencement lived only in the memories of the 
aged till we committed them to paper. Other 
facts were recorded in pamphlets, of which but 


few copies are extant, and these, perhaps, to be 


found no where but in the public libraries of 
Philadel phia. 

Our friends, the venerable and lately departed 
John Vaughn, the Librarian of the American 
Philosophical Society, George Campbell and John 
J. Smith, Librarians of the Philadelphia Library 
Company, and Wm. MclIlhenny, Librarian of the 
Atheneum, afforded us every facility in making 
our researches. But in their extensive and valua- 
ble collections, which amounted then to upwards 
of 50,000, and now exceed 70,000 volumes, we 
searched, but searched in vain, for details of the 
early history of banking in New England. 

To the politeness of Mr. Nathan Appleton, of 
Boston, we are indebted for a pamphlet published 
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by himanonymously some years since, which ena- 
bles us in part to supply this deficiency.* 

We commence our extracts with a paragraph 
which Mr. Appleton has embodied in one of his 
subsequent publications; and which has already 
been inserted in this Journal. But the reader 
will be pleased to see it again, in connection with 
facts which strikingly illustrate the importance of 
keeping bank notes at par in the centre of the 
commercial district in which they are intended to 
to be current. 


“The place where a bank note is payable is of 
the utmost importance, in order to secure its gene- 
ral currency at par. That place must be the 
commercial centre of the district through which 
it is to circulete. The constant demand for re- 
mittances to this central point, will give to bank 
notes payable there, a constant bauidlity with, or 
preference over specie, through all the district of 
country drawing their supplies from that centre. 
Thus a bank note, payable in Boston, will have a 
natural circulation through all that part of New 
England trading to Boston, or drawing its sup- 
plies from thence; but the moment the line is 
passed into the district, drawing its supplies 
from New York, bank notes payable in that city 
can alone supply a pure circulation, and so of the 
other great cities. The depreciated paper curren- 
cies which have, at different times, inundated so 
many parts of the United States, have generally 
been owing to a departure from correet principles 
in this particular; to the forcing into circulation 
the bills of banks situated in places more or Jess 
remote from the commercial centres, toward which 
all circulation tends. 

‘A hasty sketch of the course of banking in 
Massachusetts, will fully illustrate this truth, as 
respects ourselves, and ought to furnish us a les- 


‘son of some use for the future. 


“The Massachusetts Bank was established in 
Boston in 1784, being the second bank established 
in the United States; the Union Bank in Boston, 
in 1792; banks in Salem and Newburyport, soon 
after; and by the year 1803, no fewer than twelve 


* In the third number of this Journal, we stated that Mr. 
Nathan Appleton was President of the Branch Bank of the 
United States at Boston. We were in errorhere. It wasa 
near relation of his, Mr. William Appleton, that filled this 
office at the time of the expiration of the charter. But as 
Mr. Nathan Appleton has for many years been very exten- 
sively engaged in business, his remarks on the subject of the 
exchanges are entitled to as much attention as they would 
be if he had actually been President of the Branch Bank. 
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country banks had been established in Massachu- 
setts, extending fromthe Kennebec fast, to North- 
ampton in the interior. Numerous banks were 
also incorporated about this time in the adjoining 
States. 

“While the only bank notes in circulation 
were payable if Boston, they were preferred to 
specie both in town and country; but from the 
moment the notes issued by the banks of places at 
even sinall distances made their appearance, the 
question arose, whether they should be received 
at the Boston banks; the practice was fluctuat- 
ing, Sometimes at par, sometimes at a small dis- 
count. The country banks considered it a great 
rebel that the Boston banks should send home 
their bills and demand specie for them, instead of 
putting them in circulation again. Public opinion 
took the side of the country banks; and the Bos- 
ton banks, very unadvisedly, gave up receiving 
the bills of out of town banks altogether. The 
consequence was, that the bills of country banks 
obtained the entire circulation even within the 
town of Boston. The Boston banks had given 
them credit and currency, their solvency was not 
doubted, and for all common purposes they became 
equally current with the bills of the Boston banks, 
which were only necessary for the purpose of 
making payments at those banks. A double cur- 
rency was thus introduced, the one called ‘ foreign 
money,’ or ‘current money,’—the other ‘ Boston 
money ;’ the difference being, for several years, 
about one per cent. It was deemed a sort of 
heresy to call this difference a discount on coun- 
try bills; it wasa premium on Boston money— 
a scarce commodity, only wanted for particular 
purposes; precisely as the difference in England, 
between Bank of England notes and guineas, at 
the period of the greatest depreciation, was held 
to be a premium on gold. 

‘« This state of things introduced a new branch 
of business and a new set of men, that of money 
brokers, whose business it was to exchange these 
currencies, one for the other, reserving to them- 
selves a commission of about 4 of one per cent. ; or, 
in the language of the day, giving a premium of 3 
per cent. for Boston money, and selling it at a pre- 
mium of one per cent. While the quantity of 
foreign money continued moderate, it was thus 
kept afloat by the demand forcirculation; as per- 
sons wanting money to send into the country, or 
for other purposes, wliere foreign money would be 
received, would buy and employ this cheaper cur- 
rency, rather than use the more valuable bills of 
the Boston banks. But the business of issuipg 
these notes being a profitable one, the supply, ere 
long, exceeded the demand; and, as the channels 
of circulation overflowed, the brokers began to 
send the bills home for payment. 


The state of the currency became the subject 
of general complaint, the brokers were denounced, 
as the authors of the mischief, as the cause of 
scarcity of money, and the country banks made no 
scruple of throwing every obstacle in the way of 
their operations. Tt is a well known principle, 
that where a currency is tolerated, composed of 
materials depreciated in different degrees, the in- 
ferior, or most depreciated currency, will eventu- 
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ally expel, not only the pure, but also the less de 
Preciated parts of the currency, and this equally 
whether it consists of paper or metal; the mass of 
the community being wholly insensible to the 
process of depreciation going on. In conformity 
with this principle, the nearest banks os natu- 


rally called on first, agd it was soon 
that a bank could be made profitable, acca 
to its distance from Boston, and the di of 


access to it. The establishment of distant banks 
became a matter of speculation, the favorite loca- 
tions being the remote parts of Maine and New 
Hampshire. | 

“In order to equalize and extend the circula- 
tion of foreign bank notes, an institution was 
corporated in 1804, called the Boston Exchange 
Office, with a capital consisting wholly of such 
notes, in which currency it received ea cal- 
lected notes, and made discounts. ‘The experi 
ment, however, was not very successful; the bro- 
kers continued to send home the bills of the nearer 
banks, until they disappeared, and the discount on 
foreign money continued to increase, as the bills 
of the more distant banks predominated. 

“In the mean time, an individual,* perceiving 
how convenient an engine the erm = Office 
might be made, for the purpose of ci ing the 
notes of particular benks, undertook one of the 
most extraordinary speculations ever attempted in 
any country—no Jess than the control and mo- 
nopoly of the circulating medium of New 
land. He bought up, at a great premium, near 
the whule stock of the Exchange Office, of seve 
ral distant banks, as the Berkshire and Penobscot, 
and of several in Rhode Island, amongst others 
the celebrated Fariners’ Exchange. In several of 
them he, apparently, obtained the entire cont 
of their issues. ‘I'he funds so obtained, were i- 
vested in the purchase of real estate, and 
erection thereon of the enormous pile, since 
stroyed by fire, known by the name of the Boston 
Exchange Coffee House. 


“ Had the money, thus placed within his com 
trol, been employed judiciously, it is difficult to 
say what might have been the result. But under 
the enormous investment, in property wholly i 
convertible, he became pressed for means, and 
was forced to push his bank notes into circulation 
on any terms. In this state of things the discount 
on country bank notes rapidly increased—a 
obstacles to making payment were multiplied im 
equal degree. Many ingenious methods of count 
ing money were invented in order to create de 
Jay; and the custom was introduced of gin 
drafts on an agent in Boston, at 10, 20 and 
days, which were extended, by degrees, to 60and 
even 90; and in consequence of the drafts being, 
in some cases, dishonored, the parties were 
mitted to retain the bills, as security, when 
required it. The discount on foreign money Mi 
creased to 4 and even 5 per cent. 

‘“ By this time the merchants and dealers, en- 
gaged in country trade, on whom the burthen 0 


* The individual here alluded to is Andrew Dexter. He 
was the great man of the Farmers’ Exchange Bank, the bit 
coy of which is given in No. 16 of this Journal, pages 
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this depreciated currency fell most severely, 
thought it time to interfere. In the autumn of 
1808, they raised a fund for the purpose of send- 
yng home the bills received in the way of busi- 
ness, for payment, with the determination of en- 
forcing it, by bringing numerous suits in case of 
refusal. This soon brought the currency to a 
crisis. The Farmers’ Exchange Bank suddenly 
failed, under most alarming circu:nstances; the 
shock upon the public was tremendous. The 
Berkshire Bank soon followed. The discovery 
that banks could fail, affected the credit of all, 
and in the course of the year 1809, the greater 
part of the country banks in Massachusetts, Maine, 
and New Hampshire, having any considerable 
amount of bills in circulation, stopped payment. 
Some of them recovered, but a great number 
peered irredeemably insolvent. It would proba- 

ly be a moderate estimate, to put the losses by 
the bank failures of that period at a million of 
dollars. 


* No change of system followed, with the ex- 
ception that a law of the State, taking effect in 
1810, imposed a penalty of two per cent. a month 
on every bank refusing, or delaying payment of 
their bills when demanded, which has had the ef- 
fect of securing punctual payment, except in 
cases of acknowledged bankruptcy. 


“For some years after the explosion of 1809, 
the amount of bills of distant banks in circulation 
was moderate; and in 1814, the New England 
Bank adopted the measure of receiving the bills 
of all the banks in New England, at a discount 
varying according to distance, but in no case ex- 
ceeding one per cent.; and renin of a suf- 
ficient permanent deposit being kept , the 
were returned to shu Matas sesh eta Ga the 
same rate of discount; the bills of banks not keep- 
ing such deposit, were sent home for yt 
This arrangement was the source of considerable 
profit to the New England Bank, which induced 
other banks to become competitors for the deposits 


of the country banks, and for a few years the dis- - 


count was fluctuating from } to 4 percent. In 
1824, the present system was ado ee which 
the bills of all the banks in New England are re- 
ceived in Boston at par. The system is this; 
certain banks in Boston have contributed a sum 
agreed on, toa common fund; and, in considera- 
tion of the nse of that fund, one of them, the Suf- 
folk, undertakes to receive all New England bills 
from the associated banks as cash, and collect 
them from the country banks. ‘The mode of 
doing it is as follows: the country banks are in- 
vited to keep a fund in deposit at the Suffolk 
Bank, for the redemption of their bills, and by 
doing so, it becomes a very simple operation to 
both parties. If they decline, the bills are sent 
home for payment, in which case nothing is re- 
ceived but specie. The trouble and inconveni- 
ence attending this mode of payment, soon induces 
the country bank to yield to its true interest, and 
keep up the deposit; since, thereby, it can keep 
in circulation a larger amount of bills than it 
would otherwise be safe to attempt. 

Under this system, all New England bank notes 
are virtually redeemable in specie, at par, at the 
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counters of the associated banks in Boston, and 
this equally, whether the banks issuing the notes 
agree to itor not. It was, in fact, the subject of 
great complaint with many country banks, that 
their bills should thus be raised in value to an 
equality with specie against their own consent. 
But the public being benefitted by the change, 
they have been obliged to submit in silenee.” 

These principles of action ought to be adopted 
throughout the country. All the banks of West 
Jersey, of Delaware, and of that part of Pennsyl- 
vania that trades with Philadelphia, ought, for 
example, to keep their notes at par in this city. 
The banks of another portion of Pennsyl- 
vania ought to keep their notes at par in Balti- 
more; and the, banks of West Pennsylvania, 
West Virginia, and part of Ohio, should keep their 
notes at par at Pittsburg. In the Middle, South- 
ern, and Western States, we suffer inconveni- 
ences from our paper currencies which are un- 
known in other parts of the world. Whether the 
banks of Old England and New England contract. 
or expand, and whether they suspend or sustain. 
specie payments, the currency they issue has a 
uniformity of market value. Brokers’ shops, for 
exchanging one kind of paper money for another, 
are almost unknown in those regions, But inthe: 
Middle, Southern, and Western States we-have- 
currencies of nearly as many varieties of value as: 
places of issue: and the sum paid annually in, dis~ 
counts on bank notes, would almost cover the ex- 
penses of the Florida war. This is an evili which 
ought to be put an end to, not by “ Actef Assem- 
bly,” but by the foree of public opinion, if not by 
the spontaneous action of the banks. 

From “ The Clubs of Londen.”” 
THE BANK OF KILLARNEY. 


“To speak of the banking system in Ireland 
during the late war, and, indeed, at the present 
day,” said an Irish gentleman, one evening, at 
Brooke’s, “is as bad as talking of a fire to a man 
who has been burned out, and !ost all. his proper- 
ty inthe flames. To such an extent was this 
species of robbery carried, at one time, that pro- 
vincial or country notes were issued for sums so 
low as three pence; whilst those for six shillings 
were actually accounted high.” 

Another gentleman having expressed amaze- 
ment at this state of things, the first speaker gave 
the following instance of the truth of his agser- 


“In the town of Killarney,” said he, “ was one 
of these banks, the proprietor of which was a kind 
of saddler, whose whole stock in that trade was 
not worth forty shillings; but which forty shil- 
lings, if even so much, was the entire amount of 
his capital in the banking concern, 
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{once accompanied & Jatge patty of English 
ladies and gentlemen to that enchanting spot; 
where, having amused ourselves for a few days, 
we were on the point of returning to Dublin, when 
one of the party recollected that he had in his 
possession a handful of the saddler’s paper. Ac- 
cordingly we all set out, by way of sport, to have 
them exchanged, our principal object being to 
see and converse with the proprietor of such a 
bank, 

“Having entered the shop, which barely suf- 
ficed to admit the whole company, we found the 
banking saddler hard at work making a saddle. 
One of the gentlemen thus addressed him :— 

*“¢ Good morning to you, sir; 1 presume you are 
the gentleman of the house.” 

““* At your service, ladies and gentlemen,’ re- 
turned the saddler. 

“*Tt is here, I understand, the bank is kept?” 
continued my friend. 

“* You are just right, sir,’ replied the mechanic; 
‘this is the Killarney Bank, for want of a better.’ 

‘‘ My friend then said:—* We are on the eve 
of quilting your town; and as we have some few 
of your notes, which will be of no manner of use 
to us elsewhere, I’ll thank you for cash for them.’ 

“The banker replied, ‘Cash! plase your honor, 
what is that? is it any thing in the leather line? 
I have a beautiful saddle here as ever was put 
across a horse; good and cheap upon my say so. 
How much of my notes have you, sir, if you 

lase ?” 

“This question required sorme time for an an- 
swer, calculation being necessary ; at length my 
friend counted them out as follows:— 


& 


Three notes for 3d. each, 

Two do. for4d.each, - : 

Two do. for 6 1-2d. each, - - . : 

Three do. for 8 1-2d. each, three-fourths of a 
thirteen, . - . : : : . 

Two do. for 9d. each, - : - 

One do. for Is. Id. or one thirteen, 

One do. for 1s. 6d., - ° - . - 

One do. for 3s. 3d. or three thirteens, - : 

One do. for three and nine pence half penny, 
or three thirteens and a half, . : : 
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‘«¢ There, sir,’ said he, ‘are no Jess than sixteen 
of your promises to pay, for the amazingly large 
sum of fifteen shillings and nine pence, sterlin 
money.’ as 

“« By the powers, it’s yer honor may say that 
thing; for, if sterling manes true to the back 
bone, it’s the Killarney notes will keep out for 
the year round, without no changing at all at all.’ 

“*No doubt, no doubt,’ said our spokesman; 
‘but we are upon the eve of departure, and shall 
require change on our journey.’ 

«+ Ye will require the same thing, sure enough ; 
but I vow to my God, I’ve no more silver money 
in the place, nor these four tinpinnies, and a few 
harpurs, as isn’t worth yer lordship’s notice.’ 

“* Good Heaven, sir,’ returned the apt 
‘ how is it possible that you carry on the banking 
business on so slender a capital ? 

“« +O’, by the hokey! aisy enough, my dear,’ 
replied the banker; ‘ the craturs are delighted to 
have my beautiful notes; for there is very little 
other money stirring in these parts, and they buy 
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their potatis and butter milk with them; and so 
the Notes pass on from one to the other very com- 
fortabl y.’ 

“* But you are continually liable to have them 
sent in upon you for their value,’ one of 
the company. 

“* That’s true enough yer worship! whenever 
any of the farmers wants a horse collar, or a sad- 
die, or other harness, they brings me a | of 
the paper, and it’s myself niver refused to give 
them a good article in exchange.’ 

“*Do you mean to say, then,’ continued the 
gentlemen, ‘that your notes are never required 
to be cashed ? 

“*Cashed!’ echoed the banker, ‘it is changed 
ye mane!” : 

“*Certainly,’ replied the querist. 

“<It’s that same is a great expense to me! 
The craturs bring me back the notes when they 
get ould and ragged; and it’s myself niver yet re- 

used to change them for beautiful new ones, fresh 
from Dublin city; and I puts my name to them to 
make them go the faster.’ 

“Here the whole party, finding it impossible to 
restrain their mirth, set up a loud shout of laugh- 
ter: upon which the banker thus continued— 

“*Upon my say so, I’m right glad to find 80 
worshipful a company enjoy theie merriment; but 
it’s myself knows well the power o’ it costs 
to get them engraved so beautiful, and to get them 
printed on such nice thick paper, aye, hun- 
dred at a time.’ | 

“* Don’t you mean to say, then,’ said the first 
gentleman; ‘that the holders of your notes never 
demand the lawful money of the country in ex- 
change for them ? ; 

“«* Sure, yer lordship, isn’t the notes themselves 
lawful money enough, any how? But it’s silver 
ye mane!’ . . 

“* Certainly,’ returned the querist. » 

“ «Oh, by the powers" replied the banker, ‘the 
people hereabouts wouldn’t insult me 
the question; if oy did, may be the ban 
stop payment, and then there would be no money 
atall atall. No, they would be sorry to do any 
such thing; they give the notes to one another, 
when they’re tired of keeping them, or when they 
want to buy any thing. 1 get more boddher, ax- 
ing yer honor’s pardon, in changing the notes 
for the gentry as comes to see the Lakes, than 
from all the rest o’ my paper put together. The 
big oi fly away with the Lakes of Killarney, 
say I.’ 
««Then I presume, sir,’ said the gentleman, 
holding out the notes, ‘we have no occasion to 
waste more time in endeavoring to obtain pay- 
ment for this parcel of paper of yours.’ 


“«T should be sorry, most noble sir,’ returned 
the banker, ‘ to waste any more of your lordship’s 
time, or of those sweet beautiful ladies and gen- 
tlemen, but I have an illigant bridle here, as is'nt 
to be matched in Yoorup, Aishy, Afrikey, or 
Merica. Its lowest price is 15s. 6 1-2d—we'll say 
15s. 6d. to yer lordship. If ye'll be plased 
accept of it, there will be two pence half- 
or a three penny note coming to yer lordship, 
that will close the business at once.’ 
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“Really, sir,’ said the gentleman, laughing, 
‘I have no occasion for the bridle: it would cnly 
be an incumbrance to me.’ | 

*** May | have the boldness, then, to ask when 
yer lordship will lave town?’ inquired the 
banker. 

*** Our carriages are at the door of the Inn,’ re- 
joined the gentleman, ‘and we only wait for the 
adjustment of this affair with your bank.’ 

*** How unfortunate!’ exclaimed the banker, 
scratching his head; ‘but as neither saddle nor 
bridle lie in yer lordship’s way, if ye could but 
just delay yer journey until the Cork mail comes 
in, [ expect by the coach a thirty shilling Bank 
of Irelander, and then we'll settle the business in 
a jiffey, though upon my deed and deed, and dou- 
ble deed! you have no occasion to be in the least 
dread or unaisiness about the notes ; because d’ye 
see as how, there is not a banker from this to 
Dublin, ay, or to Galway, that would not be proud 
to take Jack Ryan’s paper.’ 

“ «That is not so very certain, my good fellow,’ 
returned the gentleman; ‘ the people on the road 
know us to be strangers, and they will require 
payment in the legal coin of the realm.’ 

“* Pray, sir,’ said the banker, eagerly, ‘does 
yer honor mane to take the road to Millstreet? 
because, as how, you must go that way any how, 
there being no other. Oh! then, it is there Mr, 
Cotter will be glad to see so fine a company at 
his hotel; and joyful will he be to entertain with 
the best, both for man and horse, for the notes of 
the Killarney Bank.’ 

“It being in vain to think of any exchange of 
this non-circulating medium, the English gentle- 
men not attaching the same importance to it as 
the-banker, the party wished hima good mornin 
and took their leave, laughing heartily at the > 
venture. 

“Tt isan ill wind, however, which blows no- 
body good; when the party arrived at the Inn 
door, they found the carriages surrounded by 
nearly 200 unfortunate mendicants, amongst 
whom the gentlemen let fly their notes, in order 
to have a passage cleared, and took their depar 
ture whilst the miserable creatures were scramb+ 
ling for the alms.” 


[ Laugh, if you choose, in reading this story, but 
while you laugh, recollect that our American 
banks, even the best of them, conduct tiieir busi- 
ness on the same principles as the Banker 
of Killarney. They all pay their old notes by 
giving new ones in exchange for them; and if 
the people should “insult” the New York and 

_ New England banks by demanding gold and sil- 
ver in payment for but one half the paper they 
have in eirculation, they would all “stop pay- 
ment.” 


In one respect the Killarney Bank must be re- 
garded as resting on far more solid principles 
than most of our American Banks. Though its 
proprietor could not pay silver, he never, it 
seems, refused to give a saddle, a bridle, or some- 
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thing else possessing intrinsic value, in exchange 
for his notes. If our American banks were hard 
pushed, very many of them would be unable in 
any way to redeem their circulating paper. ] 





AMERICAN MANUFACTURES. — 


The article we gave in our last number on this: 
subject, induced a gentleman to bring to us a 
copy of a report made by a committee of the Leg- 
islature of Pennsylvania in 1837, some passages: 
in which afford abundant evidence that so long as 
our paper money system continues, no tariff can’ 
afford efficient protection to American manufac- 
tures, 

The committee of the Legislature, it is proper 
to observe, were appointed to inquire into the ef- 
fects which the employment of children in fac- 
tories has on their physical, intellectual, and 
moral condition; and the effeets which the paper 
money system has on this branch of industry, 
were incidentally brought out in the course of the 
examination. 

We subjoin a part of the testimony of Mr. 
Hagner, a gentleman who was a warm adyocate 
of the high tariff doctrines, till his attention was 
called to the currency question. Hisopportunity 
for observations have been ample. His father 
was engaged in one branch of the cotton mant- 
facture as early as the year 1805, and he himself 
was at one time a manufacturer of woollens. It 
will be seen from his testimony that while our 
banking system makes manufacturing a losing 
business to nearly all who are engaged in it, it 
produces additional evils by frequently setting 
the employers and the employed at variance. 


Manayunk, May, 1837. 
TESTIMONY OF CHARLES V. HAGNER. 


T have resided in this place (Manayunk) about — 
seventeen yeas: have seen and closely observed 
its risé and progress. The first manufactory was 
erected in the years 1819 and 1820, by the late 
Captain John Towers. I built my establishment 
in the fall of 1820; in the beginning of that year, 
this was comparatively a wilderness. Since 
then it has grown to the extent you now see it. 
* * * There are seventeen mills here, 
of various kinds, including the one not yet start- 
ed * * * * * 


I have been in the habit, for years past, of free- 
ly associating with, and hearing the views and 
ideas of the employers and employed in these es- 
tablishments; have been a close observer of the 
frequent difficulties existing between them; have 
seen and observed the causes and effects of the 
“strikes” and “ turn outs” that have so frequent- 
ly occurred in this village in the last fifteen 
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years. Sometimes 1 have considered the employ- 
ers in the wrong; at others, the eMployed; and 
firmly believe, that both are the victims of a pow- 
er over which they have no control, and which, 
with but few exceptions, and those generally with 
the workmen, they do not seem to understand; 
but which, [ fully believe, so long as it exists, 
will produce the same effects—continual disturb- 
ances and difficulties between them: combinations 
of employers on the one side—trades’ unions on 
the other. ‘The power, or the cause [ allude to, 
is the frequent expansions and contractions of the 
currency. Ido not pretend to point out a reme- 
dy, or to lay blame any where: I only speak of 
what I have seen and know to be its practical ef- 
fects on the business and population of this place; 
and presume it is the same in all other manufac- 
turing districts, where the anomaly is so often 
witnessed, of large stocks of goods, prices high— 
and the reverse, small stocks and prices low. 


The welfare and prosperity of manufactories, 
and all engaged in them, seem to me, more than 
anything else, to require a stable and settled 
currency; without it they will never get along 
for any length of time with peace and quietness; 
so fully am | awareof this, and of the difficulties of 
‘managing them, that I have often said, and now 
solemnly repeat, that if the largest cotton estab- 
lishment in this village were offered to me as a 
gift, on the sole condition that I should carry it on 
for twenty years, I would not, ander present cir- 
cumstances, acceptit; experience has abundantly 
proved that high tariffs, under the present mone- 
tary system, are of little, if any benefit to them. 
I have scen them sickly and profitless with the 
highest tariff; and healthy and profitable under 
the lowest reductions. The best tariff, and in fact 
the only way in which our manufacturers can 
hope to prosper for any length of time, must be 
through some wholesome legislation on the sub- 
ject of currency; without this, experience will 
prove, that they will be continually subject todif- 
ficulties and perplexities, and in the end, unable 
to compete with the foreign manufacturer, espe- 
cially on the continent of Europe, where they have 
been for some time past increasing and extending 
their establishments, and introducing all the mo- 
dern improvements in machinery from this coun- 
try and England; and I shall be much mistaken, 
if we do not find, before twenty years passes 
round, competitors infinitely more difficult to con- 
tend with than the English—cheap living, and as 
a consequence, cheap labor, will, in the end, be 
found the best and only tariff: 


As an exemplification of some of these views, 
suppose the manufacturer to be doing a fair and 
prosperous business—his hands contented and 
satisfied; experience nore that this state of 
things will last but a short time. An expansion 
of the currency takes place; goods rise; provi- 
sions, aud all the necessaries of life rise; the 
workmen soon begin to feel the effect ; their situa- 
tion is daily growing worse; they find they can- 
not procure near so many comforts and necessaries 
for their weekly wages as they did before; and 
although trade seems prosperous every where, 
they are the sufferers; at last it arrives at that 
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point at which they can stand it no longer; then 
comes a “strike” for higher wages; the mills all 
in confusion; the whole village in a state of tur- 
moil, to the great injury of good order, morals, and 
the interests of all concerned ; the employer, (al- 
though I have known frequent exceptions,) gen& 
rally resists; the difficulty lasts some two or three 
weeks; he finally gives way; a compromise is 
made; the whole tariff of wages is altered, and 
the hands return to their work. A further ex 
pansion of the currency takes place, and thesame 
things are repeated. Next comes a contraction 
of the currency, and now the employer is the suf- 
ferer; goods, and tht necessaries of life fall, he 
cannot afford to make his goods at the prices; he 
loses, sometimes to a very considerable extent, 
aud at last finds it absolutely necessary to reduce 
the wages of his hands; he notifies them to that 
effect; a “ turn-out” of the hands, to resist the 
reduction ensues; a repetition of the difficulties, 
turmoil and confusion ; this time the hands give 
way, and come into the measures of the employ- 
er. A further contraction of the corte ae 
place, and this is also repeated, &c. &c. is is 
a plain, unvarnished tale, and a fair and honest 
epitome of the history of the manufactures of this 
place, in connexion with this subject, from it 
commencement to the present day. These con- 
tinuai difficulties between the employer and em- 
ployed, destroy all good feeling and affection be- 
tween them; the employer, generally i 
cares little for them or their welfare; and they 
have little regard for him or his interests; he 
contracts with them to do a certain amoant of 
work; they do it to the letter of the agreement 
—not one jot more. On pay day, he pays them 
to the last cent, and here ends all comm 

between them. Instead of the good feeling that 
ought to exist, the attention on the part of em- 
ployer to the welfare and happiness of his people, 
er their attention and regard to his interests, the 
very reverse is too often the case, and I have 
known many instances where the bitterest ant 
mosity existed, . * ? = 


There are always to be found in the factories 
many worthy, remarkably intelligent and well 
informed workmen, as the committee have n0 
doubt discovered. Men, from whom statesmen 
and philosophers could learn useful and practical 
lessons on these subjects; they general] 
stand the exciting causes of the difficulties they 
often labor under, much better than their employ- 
ers; and in numerous instances, are possessed of 
far more good sense and intelligence; but, upfor 
tunately, they are in humble life, and have n0 
power to correct the evils they see and 
These men are not generally known, und 
or appreciated. Ifsome of them had been con 
sulted, and their views listened to, on the yarious 
subjects connected with manufactures, the if 
their own interests, &c., instead of the fanci 
theoretical manufacturer’s, whose whole know 
edge of the subject was derived from deceptious 
statistical tables, pamphlets, and statements cdl 
lected from persons having other views and inte 
ests than the ostensible one of protecti 
manufacturer, much valuable information 
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have been procured. They could have told, long 
since, that the *tariff’—the mere discussion of 
which, had nearly thrown the whole country into 
confusion—so far as it concerned their interests, 
was all a farce; and that the only manufactories 
protected or benefited by it, are the manufactories 
of bank notes, 

Too the testimony of Mr. Hagner we will add 
our own. Some near relations of ours were 
among the first in Pennsylvania to manufacture 
woollen goods with modern machinery, We 
watched their operations closely, from the time 
we were old enough to watch them. They were 
ruined by fluctuations in the currency. At the 
time they were broken up, we extended our in- 
quiries to other establishments, and we could hear 
of but one person in the State engaged in the 
woollen manufacture that had not lost by the 
business. That one confined himself to the fabri- 
cation of coarse goods, and appeared to have had 
a very profitable contract with the United States 
Government. 





THE GIRARD BANK. + 


Ata special meeting of the stockholders of this 
bank, held on the 22nd of April, the committee of 
investigation appointed at a former meeting, made, 
through their chairman, Mr. Henry Horn, a long 
and interesting report. 

In this report the committee state that, in 1834, 
or about two years after the bank came into ex- 
istence, it succeeded in obtaining a large share of 
the public deposits: and that, in order that this 
share might be made still larger, the passage of 
an act of Assembly was procured in 1836, by which 
the capital of the bank was increased from one 
million and a half to five million dollars, and_ its 
charter extended to twenty years from that time. 
So delighted were the stockholders with this 
amendment of their charter, that they gave to 
Mr. Lewis, the cashier, two hundred shares of the 
stock of the bank, as “ a compliment for his agency 
in procuring the passage of the act.” 

‘Had the additional capital been paid in by the 
subscribers in good faith, instead of placing their 
promissory notes in the bank in lieu of the mo- 
ney, to be renewed indefinitely, in some cases 
without paying the interest, the increase of capi- 
tal might have been at least harmless. But such 
appears to have been the avidity with which the 
directors sought to get rid of the stock, in order 
to obtain the largest amount of the public deposits, 
contingent on the full increase of the capital, that 
a variety of expedients were resorted to for the 
sake of obtaining the object in view: Jarge masses 
of stock were, from time to time, transferred to 
friends and partisans which were subsequently 
transferred to the bank. Large loans were made 
to facilitate the stock operations, while the legiti- 
mate business paper of the community seemed to 
be a matter of but little consideration. The 
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maximum of Government deposits having been 
obtained, a system of prodigality in loaning them 
out was commenced, which baffles the conception 
of sober and reflecting minds, and of which we 
have but few examples even in the annals of 
modern banking.” 

“ By the system of modern refinement in finance 
which eat (the managers) adopted, the capital 
of the bank was made to eo to be five millions 
of dollars, when in truth the amount actually paid 
in, never exceeded two-thirds of that sum. The 
device, however, so far as regarded the Treasury 
Department, was successful, and the books of the 
bank afford the most melancholy evidence that 
the funds of the Government, ranging at times as 
high as four million dollars, were loaned out in 
the reckless manner adverted to.” 

“So effectually were the means of the bank ab- 
sorbed in large and unavailable loans, that, up to 
the time when the first incumbent retired from 
the Presidency, the bank with a discount line in 
various forms of some six or seven millions, scarce- 
ly possessed active business paper to the amount 
of two hundred thousand dollars.” 

The upshot of the matter is, that the notes dis- 
counted, stocks, and other investments of the 
Girard Bank amount nominally to $5,664,769: 
but are worth, according to appraisement, only 

Such is banking when carried on by irresponsi- 
ble boards of directors, and having paper money 
for its foundation. 


BANK FAILURES. 


The-Housatonic Rai] Road Bank, at Bridgport, 
Connecticut, stopped payment, very unexpected- 
ne on the 17th of April. This is the second time 
this bank has stopped payment within a year. 

The Bank of Hawkinsville, Georgia, has been 
forced into ligp ideation by a writ of scire facias. 

The New Hope Delaware Bridge Company has 
finally stopped payment. The Legislature ot New 
Jersey will now, it is to be hoped, take from this 
company the power to manufacture paper money. 

An injunction has been served on the New 
York Banking Company, and a receiver appointed. 





BANK DEFAULTS. 


The cashier of the Pascoag (R. I.) Bank, one 
day, not long since, left the banking house to go 
to dinner, leaving on the table a number of papers, 
notes, &c., with bills of some other banks, to the 
amount of about 3000 dollars. While he was ab- 
sent they took fire and were destroyed. The 
cashier, whose state of mind subsequent to this 
event, was such as to give much anxiety to his 
friends, has since mysteriously disappeared. 

Benjamin Bently, late cashier of the German 
Bank ef Wooster (Ohio) after having been ar- 
rested by the Sheriff for secreting the assets of 
the bank, was suffered to go at large aguin, on 
giving bail in the sum of 1000 dollars. 

“Governor Roman,” says the New Orleans 
Picayune, “ has issued his proclamation offering a 
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reward of five hundred dollars for the apprehen- 
sion of ‘one Edward Yorke,’ accused of em- 
bezzl ng seventy thousand dollars, the funds of 
the Exchange Bank. Alas! but fortune is a ca- 
pricious jade! A few short weeks since, and this 
same ‘ one Edward Yorke’ was one of the principal 
men who controlled the finances of the State, and 
guided the councils of the city. He is now ad- 
vertised as a fugitive from justice; though what- 
ever have been his delinquencies, they must have 
been perpetrated previous to, and not since, the 
time we speak of. 

Mr. John Warren, a director of the Bank of 
Columbus, Georgia, states that it was the mis- 
conduct of the cashier, Mr. A. B. Davis, that 
caused the bank lately to stop payment. He took 
from it, without the knowledge or consent of the 
Board of Directors, the sum of about 200,000 dol- 
lars, and invested it in cotton, This amount has 
since been reduced to about $80,000, with which 
sum he is charged as * agent of the bank.” Then, 

in, he took from the bank, without the consent 
ot the Board, the sum of 76,000 dollars. His total 
indebtedness to the bank is about 140,000 dollars, 
“exclusive of his cotton speculation as agent 
aforesaid.” 

Mr. Blanchard, a teller in one of the Boston 
banks, who had been accused of illegally abstract- 
ing money therefrom, has been acquitted of the 
charge. 





. 


NEW YORK. 


The aggregate circulation of all the banks in the State of 
New York, on the first of Jauuary last, was $15,032,138, 
being about three millions and a alf, or 19 per cent. less 
than at the commencement of 1840. 

Recent returns from several banks in the interior, exhibit 
a decrease of 25 to 5) per cent.. since the beginning of the 
present year: and it is believed that the gross circulation of 
the banks is now reduced to about eleven millions, 

Such is “convertible paper.” Always varying in amount, 
and changing its value with every change in its volume. 


OHIO. 


Seventeen of the banks of this State, (believed to be all 
tbat are now actively engaged in business, except the Com- 
mercial Bank of Cincinnati.) had on the 4th of March an ag- 
gregate circulation of $383,257. The same bauks had in 
January a circulation of $1,214,449, The reduction, in the 
short period of two months, is equal to about 25 per cent. 

The banks of Cincinnati issue but few notes of their own, 
and trade principally on the irredeemable paper of Kentucky 
and Indiana, thus completely frustrating the intentions of 
the Legislature. In the northern parts of the State, how- 
ever, the act for the resumption of specie payments is said 
to have proved effective. 








THE UNITED STATES BANK. 


The Judges have not yet decided whether Messrs. IN. Bid- 
dle, Cowperthwaite, and Andrews, shall be brought to trial 
for the pi ess with which they are charged. And, for vari- 
ous reasons, Which We may mention hereafter. the general 
expectation here is, that there will be notrial. This we 
shall regret, as a judicial investigation of the case would pro- 
bably throw considerable light on the philusophy of banking. 





“THE LUMBER BUSINESS.” 


Judge Barton of the Court of General Sessions, has refused 
to discharge Mr. Handy. The counsel of this gentleman 
produced acertifieate, signed by the members of the Legisla- 
live committee, stating that he had fully complied with the 
conditions of the resolution by which he had been induced to 
turn State’s evidence; but this did not satisfy the Judge. 

Governor Porter's interference in this business, was a 
most unfortunate movement. As all the Judges of the Court 
of General Sessions were appointed by him to office, and as 
the Attorney General is believed to be very closely connected 
with him, no investigations of the case that may be made 
before this tribunal, will be likely to satisfy the public mind. 





ty Acknowledgements in our next. 
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Louisville .......++- cecveevase| 2 @ Thdis, |7} @ — dis. 

Cincinnati ...6-.+5-. covecevee, @ @ Th dis. (8 @ — dis, 

Michigan ........ sacqede eeseee| 9 @10 dis. 

PRICES OF PRODUCE. 

Cotton, New Orleana, per Ib....| 5} @ 104 8 a 9} 
Mobile .......ceeecees -| 5h @ 10} 8a & 
Uplanad....ciaeccecens eee 54 a 9} 7 a 9 

Flour, Western Canal, per bbi.| 6.12} 46.25 | 5.02} a 5.874 

Philadelphia............ 5.75 @5.87}| 5.75 a 600, 
Rye Flour. ......+++ wees] 3.00 23.95 | 3.69 @ 3.75 
Indian Meal ........... 3.00 a 3.124/ 2.50 @ 2.87} 

Grain—Wheat, per bush....... 1.18 a 3.27 | 1.22 a 130 
MYO) carids acca saved coves 62} a 63 63 a 68 
OOM as icsccccscccccees 58 a 64 53 a 61 
CORES A What ivows Sencis 38 a 48 38 a 42 

Iron, Amer., Pig, No. 1, per ton, 27.50 a@ 32.50/26.00 a 31 00 

Bar rolled........ 75.00 a ——| 77.50 a £5.00 

Lead, Pig, per ID......--eeeeee, 3a 3% 3¢$a — 

Tobacco, Richmond, per Ib..... Qha 6 3ja 7h 

North Carolina ...... Qia 5 
Kentucky............ 3 a 6} 3ha 7} 
Wool, American, Merino, perlb.| 32 @ 34 33 a 35 
Common ..... 18 a 20 27 a 30 
Whiskey, Rye, per gal......... 17 al8 17 a 18 
Provisions, Mess Reef, per bbl..| 7.25 @ 8.00) 7.754 8.00 
Mess Pork, per bbl.| 7.50 a 9 7.50 a 8.00 
Hams, per Ib....... 64 a 7h 5 a BL 
Lard, per Ib........ 5ia7 5 a7 
Cheese, per Ib...... i¢a% 9 al0} 
Rice, per ib....++..++ 2§ a 3) 3 a3 
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‘The undersigned have now gone through 
the details of the evidence, and stated all the 
essentiad facts collected in the course of their 
examination. Having thus embodied a sim- 
ple statement of the facts, they would here 
close their report, and leave the conclusions 
and arguments to the Legislature; but they 
feel themselves impelled, by a solemn sense 
of the duty which they owe to the Legislature 
and the country, to take a brief view of the 
present relation between the banks and the 
people, and the consequence which mus/ en- 
sue if the banks*are permitted to continue 
their operations ; and in doing so, to advert to 
the report of the committee of the stockhold- 
ers of the State Bank at their late general 
meeting. It appears that the people of North 
Carolina, having already paid to the banks, 
since they went into operation, a profit of 
about 4,000,000 dollars on their stock—stock, 
too, three-fourths of which was manufactured 
by the banks themselves in a fictitious and 
fraudulent manner—that, having paid this im- 
mense sum, exceeding four times the amount 
of the actual capital stock ever paid into the 
bank according to law, they still hold the 
notes of the people for more than 5,000,000 

dollars, about four times the amount of the 
whole circulating medium of the State.— 
Thus it is in the power of the banks abso- 
lutely to extinguish the currency of the coun- 
try, and when they have taken’ every dollar 
out of circulation, still to have a debt against 
the people to the amount of about 4,000,000 
dollars. We say itis in their power to do it; 
and they intimate pretty plainly that they will 
do it. ‘The communication from the stock- 
holders of the State Bank, now before the com- 
mittee, expresses the opinion that it is for the 
interest of the stockholders to withdraw their 
money from the bank, and take it under their 
own management; and contains a resolution by 
which they have proclaimed their resolution 
to assemble in June next, in order to deter- 
mine whether they will proceed to wind up 
their affairs, and, consequently, ‘he affairs of 
the people of North Carolina, Thus having 
for years contrived, by illegal and fraudulent 
practices, to draw from the people all the 
profits of their labor, and having by these 
practices placed the people in an impover- 
ished condition, where they can no longer 
pay them large profits, they are now prepar- 
ing, by one fell swoop, to extort from them 
the actual means of subsistence. But the 
question occurs, will you permit it? Will 
you permit a parcel of men, who have long 
set the laws of the country at defiance, to 

on and complete the ruin they have already 
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so nearly accomplished? Will you not brin 

them to the observance of the law? Wil 
you not at length cause them to feel the rod 
of that law they have so long despised and 
violated? ‘These questions, your committee 
conceive, answer themselves. When the 
Legislature is called upon to determine 
whether their constituents shall live under a 
government of laws, or a government of cor- 
porations, it cannot be difficult to decide. — 
The undersigned, therefore, recommend to 
the Legislature the adoption of the following 
resolution :— 

‘* Whereas, it appears to the Legislature 
that the State Bank of Newbern, and the 
Bank of Cape Fear, have violated their char- 
ters and committed great frauds on the peo- 
ple of North Carolina, whereby said banks 
have forfeited the powers and _ privileges 
granted in their charters: ‘Therefore, 

“Be it Resolved by the General Assembly 
of the State of North Carolina, That the 
Attorney-General be, and he is hereby di- 
rected forthwith to institute a judicial inquiry 
into the conduct of the said banks: and that 
he prosecute such inquiry by writ of Quo 
Warranto, or other legal process.” 

No such judicial inquiry appears to have 
been instituted. The practical sovereignty 
remains with the banks of North Carolina: 
and they respect the laws and public opinion, 
just so far as they believe to be conducive to 
their own interest. 





CHAPTER XVII. 
Of Banking in New-England. 


We have searched the public libraries of 
Philadelphia for particulars respecting the 


. New-England banks that broke previous to the 


war, but have been able to find no document of 
any importance, except the report of the com- 
mittee of the Legislature of Rhode Island in 
relation to the affairs of the Farmers’ Bank of 
Gloucester, the substance of which has al- 
ready been incorporated in this work.— 
Many writers allude to the great distress that 
the operations of the moneyed corporations 
produced in New-England about the years 
1808 and 1809, but they do not even give a 
list of the banks that then stopped payment. 
That the distress was great, we have inci- 

dental proof in the rigidity of the laws after- 
wards adopted to enforce specie payments, 

All experience shows that till the evils pro- 

duced by moneyed corporations become ab- 
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solutely unendurable, the proper remedy is 
not applied. 

After the commencement of hostilities with 
Great Britain, the New-England banks were 
obliged, in order to maintain specie payments, 
to wind up nearly all their credit dealings. 
This operation necessarily produced much 
distress, and greatly increased the dissat- 
isfaction with which the people of that sec- 
tion of the Union regarded the warlike policy 
of government. ; 

‘This distress does not appear to have ter- 
minated with the war. Fora Philadelphian, 
writing in August, 1815, says, after mention- 


‘ing the curtailments made by the New-Eng- 


land banks, ‘‘ real estate would not command 
prices nigh its former value ; merchandize fell 
greatly below its usual rate ; whilst money in 
the market was worth two per cent. a month. 
This is the exisfing state of things in Bos- 
ton. : = Pian : It is 
manifest that the. operation of the rigid laws 
of Massachusetts is highly injurious to the 
commerce of their towns, and we do not see 
that the boasted capacity of their banks to 
pay a/féw notes in specie, renders their situa- 
tion more enviable than,our own.’’* 

The natural anxiety of the New-England- 
men to get payment of what was due to them 
by the people of the middle States, was at- 
tributed to ill-feeling. ‘* Circumstances,” 
said a New-York writer, ‘have excited a 
spirit of envy at our prosperity, which has 
superadded a restless malignity of effort to 
increase artificially and aggravate the evils of 
an unfavorable balance. Whoever has at- 


_ tended to the uniform language of eastern 


men and eastern writers, cannot have failed to 
discover this spirit,—they will not believe that 
I speak of its authors with undue severity.’’t 

The apparent prosperity of the middle 
States was such as might well excite envy ; 
but it, was a wholesome adversity New-Eng- 
land was experiencing. Her currency could 
not, indeed, be called perfectly sound, for as 
appears from Mr. Crawford’s report, many 
of the inconvertible notes of the other States 
found their way into her territory. But as 
the people had got them for less than their 
nominal value, they sustained no other loss 
than that which arose from the notes under- 
going an additional depreciation while they 
remained in their hands. The standard of 
value by which contracts were regulated in 
New-England was not affected ; and the banks 

*“ Inquiry,” &c. : 

t “ Statius,” in the New-York Columbian ; republished by 


Mr. Carey, with commendations, as an appendix to his 
* Letter to Mr, Calhoun,” 1816. 





being prevented from suspending specie pay- 
ments, were prevented from exciting a wi 
spirit of speculation in the people. 

The natural consequence of the suspen- 
sion of specie payments in the other States, 
was an influx of specie into New-England. 
That this was very great, may be inferred 
from the fact that the Massachusetts banks, 
which had $1,560,004 in specie in 1811, had, 
in 1814, specie in their vaults to the amount 
of $6,393,718. It was useless to keep such 
an amount of specie lying dead. ‘The abun- 
dant issues of treasury notes by the govern- 
ment afforded easy means of paying duties. 
There was enough, either of specie or of 
notes of different kinds in circulation, to sup- 
ply all the wants of domestic trade. The 
specie was, therefore, exported with so much 
rapidity, that the amount in the Boston banks, 
which had been $5,466,759 in June, 1814, 
was, by June 1815, or about five months after 
the return of peace, reduced to $2,125,076 ; 
or, if the amount in the Worcester Bank be 
included, to about $2,800,000. The ex- 
portation of specie did not stop till there was 
no more left than was just sufficient to sup- 
port the credit of the notes in circulation : 
so that when the United States Bank com- 
menced operations, the other states could de- 
rive no important supplies of metallic money 
from New-England. 

From a combination of causes, the opera- 
tions of the United States Bank were of lim- 
ited extent in New-England. The channels 
of circulation there were fully occupied by 
local bank notes which had never been dis- 
eredited. ‘The new institution had so little 
metallic capital, that it could not enter into 
competition with the local banks ; and all the 
funds it acquired as receiver of the public 
moneys at Boston, were wanted to support 
its operations in the south and west. 

Hence, the reaction of 1819 was less sen- 
sibly felt in New-England than in other parts 
of the Union. 

The ordinary operations of banking in 
New-England, are, however, such as ought 
to make men lament that the system was 
everinvented. Expansions and contractions 
have, as we have before had occasion to re- 
mark, a more striking effect on the operations 
of manufacturers than on those of agricul- 
turists. So facile is production with modern 
machinery, that asmall rise of prices causes a 
great increase of manufactured arti¢les. Ina 
short time, the banks are forced to contract. 
Then there is a searcity of money and a glut 
of manufactures. Then the manufacturers 
petition for new additions to the duties on im- 
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ports. The tariffis raised accordingly. En- 


terprise is again awakened. ‘There is a de- 
mand for capital: and the banks supply-—— 
credit. There is, however, no more solid 
ground for an extension of credit after the 
o of a new tariff act, than there was 
yefore. Not more than a year or two 
elapses before the necessary reaction com- 
mences. The manufacturers, again startled 
with the prospect of ruin, apply for additional 
*protection.”” It may be granted ; but it is 
doubtful if any tariff that can be established, 
will, while this system of money dealings con- 
tinues, be able to protect multitudes from ruin. 
We know some very zealous, and very intel- 
ligent friends of the ‘‘American System,” 
who are decidedly of opinion, that if there 
were no moneyed corporations and no paper- 
money in the country, the manufacturers 
would require no protecting tariff. If the 
excitement in relation to protecting duties 
was less violent than it is at this moment, we” 
might invite particular inquiry into the effect 
paper banking has on manufactures. We 
might illustrate our argument, by showing 
the effects expansions and contractions of 
bank medium have on manufacturing opera- 
tions in England. 

The multitude of banks in New-England, 
makes it necessary for those concerned in 
them to resort to a variety of expedients to 
sustain them in their operations. Of these 
expedients none but the concerned could give 
a full account: but some idea of their nature 
may be formed from the disclosures which 
are occasionally made. 

Mr. Niles, in his Weekly Register for Sep- 
tember 8th, 1821, for example, gives the 
following quotations from the New-York 
Journal :— 

_“* We observe by a notice in the ‘ Dutch- 
ess Observer,’ that the farmers of Dutchess 
county have been shorn of their wool by a 
most singular operation—or, in other words, 
that nearly all the wool in that county had 
been sold to J. Butler, cashier of the Litch- 
field Bank, who had recently failed, and as- 
signed his factory, wool, &c. to the bank, as 
security for his debts, leaving the farmers to 
suffer. 

“The story, as told by one of the shorn, 
is briefly this: ‘The Wolcottville nee 
formerly belonged to Mr. Wolcott, who failed, 
being largely indebted to the bank.” As the 
bank is prohibited from buying and selling 
property, their cashier, Butler, became nomi- 
oa proprietor. The belief that James 

er acted in behalf of the bank, was so 
universal, that he obtained an unlimited credit. 
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The agents for the factory have recently made 
large purchases of wool, in the usual manner, 
upon the notes of James Butler. A great 
proportion of the wool raised this year in 
Dutchess county has thus been purchased and 
carried over to Litchfield, and as soon as the 
same is well packed away, James Butler, the 
cashier, is discovered to be a defaulter to the 
bank for some 16,000 dollars, and he assigns 
his factory, and the stock thus fairly and re- 
cently acquired, to the Litchfield Bank. The 
bank is paid—the farmer has a Litchfield 
shearing—and James Butler, the cashier, is 
insolvent.” 

The art of forming bank capitals by dis- 
counting the stock notes of subscribers, ap- 
pears to be as well understood in New-Eng- 
land as in Pennsylvania. ‘The Kennebec 
Bank, in Maine, had a nominal capital of 
100,000 dollars ; but an official investigation, 
in the year 1826, showed that 89,370 dollars 
of the whole amount consisted of stock notes: 
that the directors held nine-tenths of the stock, 
and that they were in debt to the bank not 
only for the amount of their stock notes, but 
in an additional sum of 34,400 dollars. For 
two years, this bank divided 12 per cent. per 
annum, 

The expose of the Bath Bank in the same 
State, was very similar to that of the Ken; 
nebeck Bank. Nearly three-fourths of the 
capital were represented by stock notes, and 
nine-tenths of the stock were owned by the 
directors. More than three-fourths of all the 
discounts, in addition to those on stock notes, 
were made to the same directors. 

The capital of the Bank of Vassalborough 
consisted of 300 shares, of which 283 ** be- 
longed either personally or representatively 
to a partnership at Hallowell, A. & J. Leon- 
ard, the former of whom is president. ‘The 
whole amount of money which the bank had 
on hand on the 21st of June, 1826, was 
$40,000 ; $36,000 of which was .in the hands 
of the firm above mentioned, and $4,000 in 
the hands of the cashier. The bank had no 
record or charge to exhibit against the Leon- 
ards, who had about the whole property of 
the institution, and the cashier had taken up 
his bond. ‘Ihe commissioners were re- 
quested to postpone their report till the bank 
concerns could be put into some form and 
comeliness, but the disorders of the body po- 
litic appeared too incurable to be thus tam- 
pered with.” 

On an investigation of the affairs of the 
Burrillville Bank of Rhode Island, it was found 
that only 6000 dollars of the capital had been 
paid even in stock notes. 
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Bank capitals being thus easily formed, 
and legislative charters conferring great privi- 
leges, we cannot wonder at the multiplica- 
tion of banks in New-England. ‘Rhode Isl- 
and, which had thirty-four banks in 1820, in- 
creased the number to fifty by the year 1830: 
and Massachusetts, in the same period, made 
an addition of forty to the number of her bank- 
ing institutions. 

In some of their recent acts, the legislature 
of Massachusetts have endeavored to guard 
against the formation of bank capitals out of 
stock notes, but that it is possible for the get- 
ters up of banks to evade, if so disposed, 
even the strongest legal enactments, may be 
learned from the following extract from a re- 
port made to the Senate of the State, on the 
25th of January, 1830. | 

‘‘ The Sutton Bank was incorporated the 
lith of March, 1828. ‘The act of incorpo- 
ration provides— ‘That the capital stock of 
said corporation shall consist of one hundred 
thousand dollars in gold and silver, to be di- 
vided into shares of one hundred dollars each, 
which shall be paid in the manner following, 
viz. one-half part thereof on or before the 
first day of October | then} next, and the re- 
maining part thereof on or before the first 
day of March, in the year of our Lord one 
thousand eight hundred and twenty-nine.’— 
And it further provides, that no moneys shall 
be loaned or discounts made, nor shall any 
bills or promissory notes be made or issued 
from the said bank, until the capital subscribed 
and actually paid in, and existing in gold and 
silver in said vaults, shall amount to fifty thou- 
sand dollars, nor until the said capital stock, 
actually in said vaults, shall have been in- 
spected and examined by three commissioners, 
to be appointed by the governor for that pur- 
pose, whose duty it shall be, at the expense of 
the said corporation, to examine the money ac- 
tually existing in said vaults, and to ascertain, 
by the oaths of the directoys of said bank, or 
a majority of them, that the said capital stock 
hath been bona fide paid in by the stockhold- 
ers of said bank, and towards the payment of 
their respective shares, and not intended for 
any other purpose, and that it is intended 
there to remain as part of said capital.” 

‘‘ On the 26th day of September, 1828, the 
Governor, in compliance with an application 
for that purpose, made by a committee of 
the subscribers for stock in said Sutton Bank, 
appointed commissioners to examine the mo- 
ney actually existing in vaults of said bank, 
as is provided in the second section of their 
act of incorporation. On the 27th day of 
September, 1828, the Sutton Bank borrowed, 


on a deposit of fifty-one thousand dollars in 

the bills of the City Bank, the sum of fifty 

thousand dollars in specie, for one day only ; 

this same specie was examined by the com- 

missioners, and the following certificates made. 
out, viz:— . 

** We, the subscribers, commissioners ap- 
pointed for that purpose, have this day been 
shown, and have examined, fifty thousand 
dollars in specie in the vaults of the Sutton 
Bank, which was paid in by the stockholders 
at their first instalment, agreeably to their 
Act of Incorporation, passed the eleventh day 
of March, 1828. | 

JONATHAN LELAND, 
Amasa RoBERTS, 
SamveL Woop, 
Commissioners. 
Seplember 27th, 1828. 


Boston, Sept. 27th, 1828. 
»  “SuFFOLE, 55. 

‘“'Then personally appeared Hezekiah 
Howe, Jonas L. Sibley, Joshua W. Leland, 
and ‘Thomas Harback, being a majority of di- 
rectors of Sutton Bank, and made oath that 
fifty thousand dollars in specie by them shown 
in their vaults, was the first instalment paid 
by the stockholders of their bank, towards 
the payment of their respective shares, and 
not for any other purpose, and that it is in- 
ene therein to remain, a part of said capi- 
tal. 

Before me, 
‘* EvrpHaLet WILLIAMs, 
“Justice of the Peace. 


“The bills and specie were then re-ex- 
changed: this whole business accomplished 
within an hour, and all of it done within 
the walls of the City Bank, in the city of 
Boston, 

‘*[t appears from the books of the company, 
that the several payments for the first instal- 
ment were made on the first and sixth days 
of October, 1828, and on the same days, al- 
most all the stockholders are charged with 
notes for the same amount as their respective 
instalments: in two instances, notes were 
taken from individuals equal to their own 
subscription and the sums due from their mi- 
nor children, in whose names stock had been 
subscribed : in two instances only, and those 
for a small amount, it appears any payment 
was made in money. 

‘On a petition to the legislature, praying 
that they might be allowed further time to 
pay in the remaining moiety of their capital, 
‘An act in addition to an act to incorporate 


Original from 


NIVERSITY 


em 


o\ 


OF PAPER MONEY AND BANKING. 349 


the president, directors, and company of the 
Sutton Bank,’ was passed on the 20th of 


February, 1829, which provides, ‘that the 


said fifty thousand dollars shall be paid in 
gold and silver, in the manner following :— 
twenty-five thousand dollars on or before the 
first day of June next, and the remaining 
twenty-five thousand dollars on or before the 
first day of October next.’ 
June was made in the same manner as the 
first payment, as was also the last, with the 
exception of some shares on which the in- 
stalment was not settled, either by note or 
otherwise. The object of the corporation in 
requesting an extension of the time of making 
payment for their stock in the mode adopted 
by them is not apparent, as it may be sup- 
posed that it would be as convenient for them 
to make their notes in March last, as in the 
months of June and October following.” 
‘I'he case of the Eagle Bank at New-Ha- 
ven is deserving of notice. ‘This bank had 
a capital of six hundred thousand dollars, and 
was accounted one of the safest banks in New- 
England. It failed in September, 1825 : and 
from a report by a committee of the Legisla- 
ture, we give the following extract. 
“George Bradly, Esq., the president of 
the institution, was employed as cashier of 
said bank from its commencement, until the 
year 1817, when, on the resignation of the 
Hon. Simon Baldwin, he was elected presi- 
dent. From that period, the president was 


_ permitted to be the sole manager of the in- 


stitution. Its funds were placed entirely un- 
der his control and disposal. No rules were 
prescribed by the board of directors regula- 
ting the mode of transacting the-business of 
the institution, or requiring its officers to bring 
their doings under the review of the board 
during the aforesaid time. ‘The president had 
not only in his hands the entire control of the 
concern of the bank, but had, by accumulation 
of proxies, the power of appointing the direc- 
tors. In the successive changes of the board, 
no examination was made into the state and 
condition of the bank. ‘The funds of the in- 
stitution were employed in speculations, and 
adventures unknown to the directors and 
stockholders, and entirely unconnected with, 
and remote from, the business of banking.— 
Loans were made in various forms, and to a 
great extent, which were not communicated 
to the directors, and in some instances by ar- 
rangement not to be communicated, In this 
course of management individuals obtained, 
without the form of security, and for various 
purposes, funds of the bank, exceeding the 


- 


Digitized by Gor gle 


The payment in 


capital ; and to supply the exigencies created 


thereby a were employed in whose 


yo 

hands the bills of the bank were placed to 
give them a forced and distant circulation, and 
by that means to sustain the operations of the 
bank. ‘Those operations were not recorded 
in the regular books of the bank, but vested 
in loose papers in the custody of the presi- 
dent, and in a book, i h the initial let- 
ters of the names of the agents were entered, 
and the figures containing the amount by 
them received. The statements annually 
rendered to the legislature have been caleu- 
lated to mislead, rather than to afford any in- 
formation on which the public could safely 
rely, in relation to the true state and condition 
of the bank. In one instanee 220,000 dollars, 
issued upon the checks of the president, Nor- 
mand Dexter, Henry C. Rossiter, and Messrs. 
Hinsdale, and other memorandums of in- 
debtedness not entered upon the books of the 
bank, were not included in the reported 
amount of circulation, making an error in the 
statement of the aforesaid sum of two hun- 
dred and twenty thousand dollars. In the 
course of the last spring, other and further 
expedients were adopted by the president to 
assist his operations. Without the order or 
consultation *with the board of directors, a 
new post note was procured, and notes in that 
form, payable on different times, were placed 
in the hands of an individual to an alarming 
amount, and without the precautions of secu- 
rity, to obtain, by negotiations, the funds ne- 
cessary to relieve the increasing pressures on 
the bank. Those notes were not entered 
regularly into the books of the bank, and not 
known otherwise than casually to the board. 
‘The consequences of such expedients were 
in a few months developed. The inability 
of the institution to redeem its notes, brought 
to an end its operations as a bank in Septem- 
ber last, and the distress in which the creditors 
were involved, and the great body of the 
stockholders, who cannot be supposed to have 
any agency in the management, is too deep 
and too extensive to require to be stated by 
the committee.” 

In May, 1827, a report was made to the 
Legislature, that the amount of bank notes 
and post notes of the Eagle Bank in circula- 
tion, was 815,478 dollars. In May, 1828, 
another report was made, in which it was 
stated that 1,451,507 dollars were owing to 
the bank from four individuals, viz.: from J. 
& D. Hinsdale, $530,466 50: from W. C. 
Holly, #236,779 47: and from N. Dexter, 
and W. C. Holly, conjointly, $568,801 98. 
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The amount of debts, good, bad, and doubt- 
ful, due from all other persons to the bank, 
was then less than 200,000 dollars. 

Governor Wolcott, in an address to the 
Legislature of Connecticut, in May, 1826, 
gave a picture of banking which deserves to 
be preserved. ‘* Except,” he said, ** in lim- 
ited districts of the United States, the condi- 
tion of our circulaffig medium is not very 
dissimilar to that which has been established 
by arbitrary kings in the north of Europe, 
and especially by the autocrat of the Russian 
Empire. ‘There, a bank has been created, 
and its notes constitute a circulating currency 
throughout his vast dominions. ‘lhe credit 
which these notes obtain, is derived from 
revenues which are established by his sole 
authority. ‘These revenues are not indeed 
paid in bank notes, but the demand for silver 
coin which the revenue establishes, imparts 
a forced, though precarious, value to the notes, 
which value is maintained and regulated by 
the reciprocating influences which are created 
between the supply and demand for paper 
and silver currencies. ‘T'he effect is, that all 
property is subject to his will. 

‘** With us the currency which is required 
by the daily exchange between all the people, 
and by which the transactions between farm- 
ers, mechanics, laborers, manufacturers, and 
traders is regulated, is almost exclusively in 
bank notes, which are issued by a great num- 
ber of independent corporations, which pos- 
sess an exclusive privilege of creating notes 
for their own benefit. 

“This monopoly is here so exercised, that 
neither the amount of currency which is is- 
sued, nor the amount of that which is sud- 
denly suspended, withdrawn, or annihilated, 
is subject to any practical limitation, other 
than what must arise from the state of foreign 
and domestic exchanges, the speculations of 
individuals, political events, and the necessi- 
ties or caprices of the numerous monopolizing 
incorporations, which entirely control the cir- 
culation of the country. 

** These last observations require no other 
confirmation than a reference to the notorious 
facts, that no coins circulate among the peo- 
ple, except small sums of copper, and the 
fractional parts of a dollar in silver, which is 
our silver unit. Our unit of gold is a coin of 
ten dollars, which, with its fractional parts, 
in coins of five dollars, and two and one-half 
dollars, have wholly vanished from circula- 
tion. 

‘*The effects produced upon the people 
are, that no man can travel fifty miles'in any 
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direction, without receiving 
which he possesses no means 0 
the value, or even the authenticity, and this 
difficulty increases in proportion to the dis- 
tance of an individual from some one of these 
banks. From these causes, the whole coun- 
try is subject to complex evils, arising from 
either a redundant or too restricted cireula- 
tion of the only currency which ean be ob- 
tained, and hence, sudden variations in the 
prices of all exchangable commodities, far 
exceeding the customary profits of regular 
industry and commerce, thereby converting 
all transactions of business, especially at a 
distance from the seats of foreign commerce, 
into mere lotteries. 

‘It is amidst explosions of credit, princi 
pally occasioned by the conduct of 
that every class of industrious citizens, and 
all our enterprising young men, are exp 
to repeated losses, against which no vig 
can guard, and no prudence can exempt 
them. 

“These distresses are inflicted upon the 
community, without any advantage de- 
rived either to the State, to the stockholders 
to the depositors of funds, or to the honest 
debtors to the banks. They are so frequent, 
so extensive, and embrace so many personal” 
interests and connections, that it seems im- 
possible to impute them, in many imstances, 
to voluntary depravity. The inference must 
be, that our system of bank administration is 
essentially defective, and that to correct it, 
all interests ought to contribute their best 
councils and united efforts. 

‘‘ There are fewer inducements at this time, 
why we should submit to the evils of a p 
currency, than exist among other people on 
the globe. We are prosecuting an active 
commerce with states and nations where 
and silver are abundant, and are, indeed, st@ 
ple articles of trade. With these countries, 
the intercourse of the people on both sides i 
founded on friendly and constant relations, 
both personal and political. Our fabries of 
iron, wool, leather, wood, cotton, paper, at 
most other productions of our arts and 
try, are as necessary to these countries, as 4 
fair relative proportion of their metallic w 
has become essential to us. 

‘It is very consolatory to know, that the 
abuses of credit which are so prevalent, di 
not commence in this State, and that although 
we have yielded to temptations which we 
ought to have averted, our neighbors oughtt@ 


correct their own conduct before they censure 
us, 
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‘*In my opinion, we ought to manifest our 
sincerity by immediately retracing the folds 
of the web in which we, in common with our 
neighbors, have become entangled. We can 
perceive that the issues of notes from the 
banks in this State have been annoying to 
the banks in Boston and New-York, while 
theirs, founded on no superior security, have 
been equally injurious to us. Both parties 
ought voluntarily to concur in permitting spe- 
cie to circulate throughout the country, thereby 
rendering the capitals and credit which exist 
conducive to mutual advantage. 

‘* "The objections to the measure which I 
deem it my duty to recommend, will most pro- 
bably be, that paper is a cheaper instrument of 
circulation than metallic money: and that the 
proposed restriction would diminish the divi- 
dend of banks, in which the State, the school 
fund, ecclesiastical societies, the colleges and 
academies, other incorporations, stockhold- 
ers, and numerous individuals, are inter- 
ested. 

‘* But if all these objections were true in 
point of fact, they would form very inade- 
quate reasons for inflicting grea/, increasing, 
and remediless injuries upon all the people 
and the whole nation. ‘These evils have not 
proceeded from the incorporations as such, 
but merely because they have issued bills of 
credit, as substitutes for the general currency 
of gold and silver. 

‘If any principles are demonstrable by 
reason and experience, they are, that paper- 
money is an interruption to productive indus- 
try: that industry is the main source of 
wealth, and that whatever diminishes produc- 
tion is injurious to the lenders of capital. 

‘¢ The stockholders of banks are only in- 
terested in having their capitals safely in- 
vested, in such a manner as to secure the 
payment of a regular interest equal to the use 
of the sums so advanced. It cannot promote 
their interest that all the capitals of this coun- 
try, whether invested in stocks or other trans- 
ferable property, or inexchangable commodi- 
ties, should be constantly exposed to the haz- 
ards of rapid revolutions. 

‘*In my opinion, banks which deal in cir- 
culating notes, and which are safely conduct- 
ed,\require a much more elaborate and ex- 
pensive organization and system of detail, 
than such as deal wholly or principally in 
gold and silver. Honest men assume fright- 
ful responsibilities under the forms by which 
many of these institutions are now conducted, 
and their hazards increase in proportion to 
the number and variety of the notes which 


are received. Many counterfeited and al- 
tered notes are so skilfully prepared, as to 
defy the scrutiny of adepts: and no safe- 
guards are provided to protect those who re- 
ceive them from the most offensive accusa- 
tions. 

‘*The case is far different in respect to 
transactions in gold and silver : for by hydros- 
tatic and other balances, which are cheap in- 
struments, which have been known and used 
since the time of Archimedes, the purity and 
value of coins can at once be ascertained with 
unerring certainty.” 

The struggles of the New-England banks 
with one another, to decide which shall have 
the greatest share of the ‘‘ circulation,” in- 
flict great evils on the community, in addition 
to those who are inflicted by general contrac- 
tions and expansions of bank currency.— 
Sometimes a number of country banks form 
a coalition to extend their operations, and the 
city banks form alliances to resist them.— 
Sometimes some of the city banks enter into 
arrangements to aid the designs of the coun- 
try banks, and sometimes these latter find 
efficient auxiliaries in the city brokers.— 
When a coalition succeeds in extending its 
issues of paper, certain districts, or certain 
classes of society, experience all the advan- 
tages, real or apparent, derivable from an in- 
crease of circulating medium. This contin- 
ues till the counter-coalition succeeds in re- 
ducing the circulation of its rivals: and then 
follows a reaction, with “‘ scarcity of money,” 
and its usual concomitants of bankruptcies 
and public distress. A detail of the differ- 
ent measures of these combinations and coun- 
ter combinations, and an account of their ef- 
fects on the community at large, would be 
interesting, but would exceed our limits. 

A writer in the Massachusetts Journal en- 
deavored, in the fall of 1830, to show that the 
banking system of that commonwealth is the 
worst which could be devised; and recom- 
mended, as a substitute for it, a State bank 
and branches. His prominent objections to 
the present system are, ‘that it renders ne- 
cessary about seventy banking institutions : 
that this number must every year be in- 
creased, as the Legislature cannot properly 
withhold charters from any who may apply 
for them: that the competition for business 
between these numerous establishments, gives 
to individuals a dangerous facility in obtain- 
ing loans, and creates a system of fictitious 
eredits, which, having no base on real capi- 
tal, must, at every pinch in the money: mar- 
ket, explode, and bring ruin upon the banks 
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and their debtors. Other objections are, that 
the expenses of these various banks in sala- 
ries, rent, &c., amount to a very large sum, 
(in Boston alone to 120,000 dollars,) which 
expenses are a tax upon stock ;” that the 
country banks are put to a great expense in 
redeeming their bills in Boston; ‘and that, 
after all, the notes of these banks form acur- 
rency of different'and fluctuating value, in- 
stead of that steady and uniform currency 
which public convenience requires.”’ 

From accounts recently published, it ap- 
pears that the number of banks in Massa- 
‘chusetf$, in August, 1832, was eighty-three, 
having nominal capitals of the’ amount of 
$24,520,000; notes in circulation to the 
amount of $7,122,856, and specie on hand to 
the amount of $902,205 75. Of these banks, 
twenty-two were in the city of Boston. ‘The 
greatest amount of specie in any one of the 
city banks was $127,131 43; the smallest 
was $2,415 41. he greatest amount of 
specie in any one of the sixty-three country 
banks, was $22,966 90; the smallest was 
$1,022 97. 

Massachusetts was first in adopting the pa- 
per-money system ; and she will probably be 
among the last to abandon it. Its ramifica- 
tions there are so numerous, that nearly all 
the members of the community are com- 
pelled to give it either a willing or an unwil- 
ling support. 





CHAPTER XVIII. 


General View of Banking Operations from 
1814-15 fo 1820-21. 


In the tables appended to Mr. Secretary 
Ingham’s report on the gold coinage, the fol- 
lowing is stated to have been the price of 
specie, at the dates and places below men- 
tioned. 


“Baltimore. Phil. WN. Y. Baltimore. Phil. WN. Y. 
1814. pr. ct. adv. December 18 14 12} 
September 20 1816. 
‘October 15 January 15 14 124 
November 10 February 13 14 9 
December 14 March 18 1 123 
1815. April 23 144 104 
January 20 15 | May 20 14 124 
February 5 2 | June 20 16 Ps 
March 5 5 | July 15 15 64 
April 10 5¢| August 12 10 5 
May 14 5 5 | September 10 7h 3 


June 16 9 11 | October 8 9} 2 


July 20 11 14 | November 9 7 1} 
August 19 lt 12}| December 9 7 2} 
Septenrber 20 15 13 1817. 

October 21} 15 16 |January 3 A} af 
November 15 16 12 | February 2} 4 2 


From the rates of exchange on London, in 
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New-York and Philadelphia, in the months 
_ in which there are blanks in the table, the 
2 — of specie appears then to have been a 

ew per cent. less in Philadelphia than in 
_ Baltimore ; and a few per cent. less in New-- 
~ York than in Philadelphia. 

In the appendix to the report of the com- 
mittee of the Senate of Pennsylvania, the 
following table is given to show the discount 
on the notes of the country ba ot as 
estimated in specie, but as estimated in Phila- 
delphia paper. 


BANKS. 


a2 
=|2 

Bank of Gettysburg, 10) 9 

Harrisburg Bank, pripr 

Carlisle Bank, 1 

Bank of Chambersburg, 1 

Westmor-land Bank, 10 

Lancaster Trading Company, 1 

Marietta, 1 

Centre Bank, 1 

Farmers’ Bank of Reading, 10 

Alleghany Bank, 10 

Germantown, 10 

York, ui 

Farmers’ Bank of Lancaster, 10 

Swatara, 1 

. Easton Bank, pripr 
Penn. icul. & Manufac. Bank,|10) 9 
Bank of Washington, l 


Northampton Bank, 10 
Juniata Bank, 10 
Delaware Bank, pr 
Chester County Bank, pr 
Bank of Beaver, 10 
Bank of Pittsburgh, 1 

Huntingdon Bank, 1 

Monongahela, 1 

North Western Bank, lo} 
Union Bank, 10 
North., Union & Columbia Bank, 10 
Bucks County Bank, 10 





Montgomery Bank, 
Silver Lake Bank, ] 


In his speech of Jan. 2d, 1815, Mr. Web- 
ster said, ‘* the depreciation of the notes of 
all the banks in any place is, as far as I can 
learn, general, uniform and equal.” In look- 
ing through Grotjan’s price current, we have 
found the quotations of Pennsylvania and 
Ohio notes to be, for months together, from 
five to six, and afterwards ten per cent. dis- 
count, and those of Virginia and North Caro- 
lina two to three percent. So general seemed 
to be the rate of depreciation for each part of 
the country, that the names of particular 
banks were not given in the price current, for 
more than a year after the suspension of spe- 
cie payments. While Philadelphia paper, 
the standard in which they were estimated, 
was always varying in value, as compared 
with silver, the notes of most of the country 
banks had, as compared with one another, a 
singular equality of depreciation. 
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A Table showing the highest and lowest prices of bank notes at Phila- 
; In this table, p. stands for premium ; d. for discount: 




















Banks of— 1814. 1815. 1816. 1817. 1818. 1819. 
Maine, - - ~ - - - ~ - 
New Hampshire, - - - - - ~ - 
mame ect ea 4 5p. | 5al7p. | 2d.a4 a 1}d.| para 2d. 
, - - ra 20 7a al7p. | 2d.a ra .| para 2 
Other Massachusetts, co - . - . ~ 7 ~ a ~ 4a5d. 
Ln Rhode Island, . - - - - - la3d. 
= ee - - 4 . -_ as - 2ad3d. 
to ew York city, - ra2 a 6 p. aQsp. | para 34p.| par 
te New York country, - a ms ~ - 3d. 2a4d. ba 6a. 
o | Philadelphia, - | standard. | standard. | standard. | standard. | standard. | standard 
= Other Pennsylvania, 74 d. 3al0d. | 44a14d. | paraQd. | para 30d.) paradd. 
2 New Jersey, - - - para dd, r par para 2d. 
o Delaware, - - |la4d. |2a5d. | 3a9d. | paralOd.| para 30d.) par 
” Baltimore, - - |3a5d. 2a64d. | 24a7d. | para4dd.| para ldd.) 4a 24d. 
= Other Maryland, - - - Bal0d. | 3al0d. | 2a30d. | 2a8d. 
mi District of Columbia, - - 4al0d. | paraG6d. | para 24d.) la 3d. 
nN Virginia, - - |5a10d. | para8d. | paraG6p. | lp.a2d.| paralid.| ljasd. 
N Virginia, western - ~ - - ~ - 8a 124d. 
i North Carolina, - |5a10d. |24p.a8d.) paraGp. | lp.a3d.| l}a6d. | 3a17}$d. 
c South Carolina, - |5al0d. - 2a8p | 2d.a4p. heaps 13a 8d. 
w Georgia, - - |5al0d. = - d a4d. 2al4d. 
— Alabama, - - - - - = - - 
o Louisiana, - - ~ - — ~ - - 
~ Mississippi, - ae - - - - ~ = 
= Tennessee, - - - ~ - 5a6d. 44a 123d. Of a 20d. 
= Kentucky, - - - - 6al0d. | 44a6d. it ald. | 124a25d. 
Ss Ohio, - - - |5a73d. |3a10d. | 5a12d. | 4al5d. | 440a124d) 150a30d, 
Ws Michigan, - - - - - ~ - - 
YO U.S. branch bank notes, - - - - parald, | sald. 
ES American silver, - | 7a1l2p. | 2a17p. | 7a17p. | paradp -~ ~ 
s Banks of—~ 1828. 1829, 1830. 1831 1832 1833. 
— W 
= 5 Maine, - - | lga2d. | Llaljgd. | lalgd. )4ald. fald gald. 
al New Hampshire, - | la2d. lalsd. | laljd. {| Sad. gjald gald. 
mo Vermont, - - | lad. laljd. | laldd. | Sag¢d. fald gald. 
nO Massachusetts, - | la2d. laldjd. | laljd. | $afd. gald, fald. 
~ Rhode Island, - | la2d. Llalgd. | Llaldd. | afd. gald., gald. 
me Connecticut, - | la2d. laljd. | laldd. | afd. gald. sald. . 
a New York city, - r. par. par. para 4d, | para4dd. | para 4d. 
i New York country, 1g a2¢d.| l}a2hd.| 14d. gald. laljd. | 4al14d. 
os Philadelphia, - | standard. | standard. | standard standard standard. | standard. . 
Ov Other Pennsylvania,- | parald. | parald. | parald. | para2d.| paraldd.) para2d. 
-s New Jersey, - | praldd. para2d. | paralgd.| parald. | parald. | para2d. 
o © Delaware, - - | parald. | par. arajd.| parajd. | parald. | para 4d. 
wn" Baltimore, - - | paradd. | 4d. d. paradd. | paradgd. | sa gd, 
Ss Other Maryland, - | fJal}d. | 4ald. 3d. 4ald sald. galdd. 
S< District of Columbia, : alc& sald. sJadd. 4d. gjagd. | 4ald. 
ca Virginia, - - aljd. | sald. sald. 4ald tald. dZaljd. 
a Virginia, western - | 34a4d. | 3a834d. | 2a 24d.*| 14d. 14a 24d.) ld add. 
== North Carolina, - | 4a12$d.) 24ad34d.| lh} a2hd.| la2d Iga2d. | lga3d. 
i South Carolina, - | La2ed. | lg}a2d. | Laljd. | }a2d l4a2d. | l4add. 
>~ Georgia, - - | 2a4d. 2Za2sd. | l4a2ed.| ladd 2hal0d./ 34a10d. 
4 Florida, - - ~ - ~ 10 d. 10 d. 10 a 20 d. 
CO Alabama, - - | 20a 25d.} 10a15d.| 10al15d./ 5a15d. | 5d. 4a 10d. 
So Louisiana, - - |4a6d. |4a5d | 4d. 3a5d. |4a5d. | 3a5d. 
en Mississippi, - - |6a7d. | 5a6d. | 5d. 5d. 5d. 5a6d. 
oe Tennessee, - - |9al0d 6al10d. | 74d. 5a 74d. | 5d. 3a 5d. 
te Kentucky, - - | Wads5d.| 2a 35d.) 25a 35d. | 2Ca85d.| 2a 25d./ Ba Wd. 
“oY Missouri, - - - - - - no sales. | no sales. 
£D Illinois, - - ~ ~ ~ no sales. | no sales. | no sales. 
=< 9 Indiana, = - - - - ~ no sales. | no sales. | no sales. 
© Ohio, - = - | 3ha4d. | 2ha3dd.| 2ea3d. | l4add. | lgaSd. | l}add. 
=< | Michigan, - - | 3d. d. 2a3d. lda2d. | 14d. lga2d. 
ia on American silver, - - ~- an = - on 
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delphia, in each year, from October 31st, 1814, to December 31st, 1841. 


a. is an abbreviation of the Latin ad, to. 
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. 4d. 4al10d. 
2a4d. 2a3d. 
3a4d, 3d. 
la4d. gadsd. 
| Ladd. ba3d. | 
a la4dd. 2d. 
mo § lba4d. laljd. | 
~ par. par. 
Oo 6OU§l la3d la5dd 
= standard standard. | 
© para4d | 
© parald | 
par. : | 
= 4d. ' 3d. 
= lga3d. \ 
~ la3d. fald. tadd. 
© la3d. sald. taljid. 
> . 8al2}d 4a5d. 3a 44d. 
v 24a 10d 3a5d. 3a 54d. 
- para 6d la 24d. galdd. 
= 1gal0d 2a 15d. 2a4d. 2a3d. 
e | - - - 10a 25d. 
c - 3a7d. 2a5d. 4a5d. 
3 - - 7alOd. 6d. 
Z few sales. 35 d. 15 a 20 d. 7a l0d. 
~ 124 a 30d. 70 d. 45 a 55 d. 30 a 40 d. 
“= W 124 a 25d. 5aG6d. 5a8d. 4a6d, 
vo fl ga4d. tadd. par par. 
si 1334. 1839. 1841. 
hr Ww mnt entaenis 
Sif lalgd. fd.aSdp.| 2a5p. | sd.adp. 
Ln laldd. fd.adp.| 2adp. 4d.a5p. 
2 Lal}d. $d.a5p.|2a5p. | 4d.a5p. 
40 lalsd. fd.a7p.|2aG6p. | 4d.a5p. 
— lalsd. gd.a6p.| 2a6p. 3d.a5p. 
1 1d. gd.a8p.|2a6p. | 4d.a5p. 
a para 4d. paraldp.| 24a7p. | 4d.a6p. 
ao la3d. gd.al0p| Lladp. 2d. a6 p. 
NS standard. standard. | standard. | standard. 
Aca ; para ld. para3d. | para parald 
cp para ld. ; par a ld.a5jp 
°s par ald. 4d. . : par. 
a , 4d. > . ‘ par. 
5s Wya2d. | gald. | sald. para2d, | add. par a 5d. 
— la3d. sald. sald. para 33d.) Fa2d. parald. 
aS la3d. Jald. |4alhd. | $a3d. | 4a34d. | §a4d. para 3d. 
oP lgalld.| la2d. la 2hd. - l4a4d. | l}a5d. 2aB8d. 
cx la3dd. | 2d. Qa3d. | 2ha6d. | 2a5d. la6d. Ladd. 
2aT7d. 2d. 2a3d 24a l10d.| 24a10d.| la7d, 2. p.a 2d. 
> 4a7d. 2a3d. | 2ad3d 3a12d. |3al10d. | 24a10d. 1a 40d. 
ns no sales. | nosales. | nosales. | nosales. | nosales, | no sales, 75 d.; 
oe TalOd. | 4a8d. 3a7d Hal5d. | 54a20d.| 2al5d. 5Faldd. 
oe 5 d. 2ha3d. | Qha6d. | 5al5d. | 24a125d. la6d. 
fed 8al0d. | 4a5d. | 3a6d 6a 20d. | 74a 30d. 20 a 80 d. 
a 5d. 5d. 3a6d. |5a15d. | 5a20d. 6aldd. 
oe 2a5d. 2ha3d. | 2a3d 24aS8d. | 24a 64d. 4a7d. 
Oe - no sales. | nosales. | nosales. | 4a 10d. 5a7d, 
do - 4d. 3a5d. |3a8d. | 24a7d. 34a8d. 
a © 5d. 3a4d. |3a34d. | 3a8d. | 2a7d. 34a 10d. 
= 2a4d. Q:a3d. |2a3d. |3a6d. | 24a64d 34a 15d. 
‘ae 2a2id. | 2d. 2a3d. al5d.| 5a 20d. 10 a 18 d. 
© © r os “ . — a 64 p. 
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OUR CURRENCY. 


Cast another glance at the table on pages 354 
and 355, and if you are an American, blush for 
your country. It has the worst currency of any 
country in the world. Other countries have their 
paper money systems, but none so vascillating 
and multifarious as ours. In Russia, the paper 
currency is so depreciated that three paper rou- 
bles and a half are worth no more than one silver 
rouble. But the paper is fixed at this rate, and 
it has one value throughout the empire. In Bue- 
nos Ayres, twenty paper dollars are worth no 
more than one silver dollar; but there is but one 
a of paper money in circulation in that repub- 
ic. 

Here is an exhibit of the state of our currency, 
not for two or three years, but for more tha 
twenty-six years, and under the presidencies of 
Madison, Monroe, Adams, Jackson, Van Buren, 
Harrison, and 7S and under the operations of 
the old State Bank system, the National Bank 
system, and “the Pet Bank” system. Every man 
of sense will admit that as one people, we ought 
to have a common standard and common mea- 
sures of value throughout the Union; and that 
the standard and the measures of value when 
once correctly fixed ought never be changed. 
This was what the framersof the Constitution 
intended, when they prohibited the States from 
issuing bills of credit, and gave to Congress 
the exclusive power of coining money. But 
through the establishment of paper money banks, 
a wise intentions have been completely frus- 
trated. 





THE PANIC OF 1825. 


In the latter part of this number, pages 366-8 
will be found some of the particulars of the panic 
of 1825. The effects were very serious in this 
country, but were trifling in comparison with 
what was suffered in England. 

In consequence of the measures taken for the 
resumption of specie payments, there was a great 
influx of gold into Great Britain between the 
years 1820 and 1823. Encouraged by the ead 
perous appearance of things, the Bank of England 
in 1824, reduced its rate of discount from 5 to 4 
per cent. An increase of medium was made 
about the same time by the country banks. The 
natural consequence was that the country appear- 
ed to enjoy unexampled prosperity. “Silver is 
with us,” said one writer, ‘‘ as in the days of Solo- 
mon, counted nothing of.” ‘This artificial plenty 
of money showed itself first in a rise of Govern- 
ment Stocks, both British and Foreign, and then 
in the price of land, which advanced to forty or 
fifty years’ purchase, It Jed also to the formation 
of two hundred and seventy-six joint stock com- 
panies, requiring capitals to the amount of 174. 
million pounds sterling, or about 850 million 
dollars. 

In February, 1825, stocks were raised so high, 
that there was no prospect of a further rise. A 
transfer of funds then took place from the Stock 
to the Commercial Exchange. And so great was 
the rage for speculating in colonial produce, that, 





on one day, four or five hundred merchants 
or disregarded the hour of closing the 
Exchange, and were locked up in it, from a quar- 
ter past four till half past five o’clock, when, on 
their earnest entreaty, they were released. 
Transactions were on the scale of the largest 
magnitude: and the same parcels of goods 
changed hands a dozen times, leaving large pro- 
fits to the several purchasers. 

In May, the Directors of the Bank of England, 
finding the exchanges turned against the country, 
deemed it expedient to reduce the amount of notes 
in circulation. The first effect of this measure 
was to check the rage for new joint stock com- 
panies. The next was to produce a scarcity of 
money among merchants. This was sensibly 
felt in August, and continued to increase daily. 
In November some of the principal city bankers 
failed, and their bankruptcy was followed by that 
of many of the country bankers. Distress per- 
vaded all classes. ; 

On the 12th and 13th of December, the diffi- 
culties in the money market of London, reached 
their height. Speaking of these two days, Mr. 
Huskisson said, “ That during forty-eight hours, 
it was impossible to convert into money to any 
extent, the best securities of the Government. 
If the difficulties had lasted for only forty-eight 
hours longer, he believed the effect would have 
been to put a stop toall transactions between man 
and man.” | 

On Wednesday, December 14th, the Directors 
of the Bank began to increase its issues. Mr. 
Jopiin says, ‘* The only consideration appeared 
to be how they could issue fast enough. The 
sovereigns they gave out by weight to save count- 
ing, and the notes as fast as they could be count- 
ed, until, in a few days, they had neither a sove- 
TegD nor a note left. On Saturday night they 
could not give any kind of exchange for fifteen 
of their one thousand pound notes, nor could 
change be had for them in Lombard street. The 
amount of the increase of their notes, according 
ve return furnished to Parliament, was as fol- 
ows: 


Nov. 19, 1825, they had 217,594,301 in circulation. 
“ a W7 4 294 “ 


’ 477, 
Boy wee Pe 23,942,827 " 
aay 24, “ as 25,709,425 “ 
Feb. 22, ‘“ 24,399,080 7 


“This does not give the issues of gold, which 
are still unknown; but which could not have 
been less than four millions. Neither does it give 
the increase of issues which took place during 
the week of the panic. But it is not probable 
that the total amount of issues was much greater, 
either on the 10th of December, (the Saturday 
before,) or on Tuesday, the day before they al- 
tered their course of proceeding. If so, it makes 
the increased issues of notes in the week of the 
panic siz millions [equal to twenty-nine million 
dollars,] the chief part of which took place in the 
last four days; and in the week following, the 
further increase was two millions, being eight 
millions in all, [more than 38 million ete 
To this adding four millions of gold, make a tota 
increase of twelve millions,”—equal to fifty-eight 
million dollars. 
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This certainly exhibits wonderful powers of 
expansion in a bank. It was a bold operation 
which prevented a general Sears aren Europe 
and America. Mr. Huskisson said that “ of this 
panic no man could tell what might have been 
the consequence, if the Bank had not stepped in, 
and by its timely and liberal interference, saved 
the country from destruction.” Mr. Hume very 
correctly observed in reply, ** That he must enter 
his protest against the praises which had been 
heaped on the Bank of England. It appeared to 
him, just as if an incendiary were to be praised, 
because, after he had kindled the flame, he endea- 
vored to put it out.” 

It is well worthy of remark, that the reduction 
in the circulation of the Bank of England, be- 
tween March and November, did not exceed three 
millions and a half. This was sufficient to pro- 
duce a pressure for money, not only in England 
and the United States, but in France and in Hol- 
land, at the Cape of Good Hope, and at Calcutta. 
England being the regulating country of the com- 
mercial world, produces confusion every where, 
when her own affairs are in disorder. The cir- 
culation of the Bank of France was, between May 
and November, reduced from 237 to 189 million 
francs, or upwards of twenty per cent. and the re- 
duction of the amount of loans was still more con- 
po le. The Bank of Holland which has been 

ished in the place of the old Bank of Am- 
sterdam, issues no notes of a less denomination 
than eight dollars. But, being a credit bank, it is 
of course within the influence of that galvanic 
sympathy by which paper money banks in all 
parts of the world are affected. A demand for 
specie on any one of them, operates with the 
power of a lever; and when this demand is great 
on the Bank of England, all the others are forced 
to reduce their circulation. 





EXTRACTS FROM THE PRIVATE DIARY 
OF A CERTAIN BANK DIRECTOR. 


No.- XI. 


Monday. A member of Congress, an old friend, 
called on me on his way “down east.” Asked 
him why he and his fellow-members could not 
agree on some /fiscality. Member said that, to 
tell the whole truth, nothing would satisfy them 
except something they could borrow from. Re- 
plied to Member, that he and his fellow Congress- 
men were undoubtedly right in this. Nothin 
could be plainer than that our government h 
been established for the exclusive benefit of 
schemers and speculators. Every page in our 
statute books establishes this. And for this, no 
doubt, it was that our fathers fought and bled in the 
Revolutionary war. Then went on to explain 
to Member, how easy it would be to borrow to 
any desirable extent, under any fiscality that had 
yet been proposed. If the fiscality sold exchange, 
it would be under the necessity of buying ex- 
change in order to balance accounts. Then Mem- 
bers could dispose of bills to very great advantage, 
on West Quoddy Head, Bung-town, Michilimac- 
kinack, or any where else within the , world’s 


piatizes ty GOOgle 


wide bounds. Member took me in his arms in an 
ecstacy, and declared 1 was “ the greatest man 
living, except Nicholas Biddle.” Did not thank 
Member for “the except.” Every dog has his 
day ; and Nicholas Biddle has had a very long 
day. It is now quite time for Deacon Graball to 
take his turn on the step ladder of immortality. 

Tuesday. Member returned to-day to have 
further conversation with me. Was quite satis- 
fied that any fiscality would afford members of 
Congress sufficient opportunities for borrowing, 
but something must be done “to make money 

lenty,” in order to satisfy “the dear le.” 
ched to Member my plan of aguvariana ale the 
capital of the country into credit, and al) the cre- 
dit into currency. As, according to the late cen- 
sus, the wealth of the nation is not less than 
3,700,000,000 dollars, this would increase our 
money thirty-fold ; in other words, for every dol- 
lar we now have, we should then have thirty. 
Hoped this would satisfy ‘the dear people.” Mem- 
ber said if it did not, ‘* the dear people” must be 
very unreasonable. The Continental Money is- 
sues amounted in the aggregate to only 360,- 
000,000, or less than one-tenth as much as I pro- 
posed to emit. Told Member that the avidity of 
some men for money was so great that I feared 
that even this would not satisfy them. 

Wednesday. Member returned to know if I 
had any further “ improvements in the currency” 
to suggest. Told Member 1 had one more, and 
that of great importance. It was to dispense en- 
tirely with gold and silver. All Political Econo- 
mists agree in declaring that the different portions 
of the currency ought to be homogeneous. But 
what can be more Leidiaipencone than our present 
currency, part copper, part silver, part gold, and 
part paper? The wise Chinese saw the folly of 
this, and when they established their paper mo- 
ney, prohibited the use of metallic. So also did 
the French in one period of John Law’s régime. 
Compulsory provisions, however, suit not our age 
and nation. Nor would they be necessary. On! 
give permission to issue notes for small denomi- 
nations as low down as one cent, and such notes 
would be as effective in driving silver change and 
even copper out of circulation, as ten dollar notes 
now are in displacing eagles, and dollar notes in 
displacing dollars. 

And where would be the great harm of this? 
Even according to the showing of the Loco-Focos 
themselves, gold and silver are in our present 
system merely a subsidiary currency. If paper 
is good enough for out principal currency, 
why should it not be good enough for our sub- 
sidiary also? If bank notes are the best kind of 
currency in transactions amounting to ten thou- 
sand dollars, why should we object to their use in 
transactions of the amount of ten cents? 


There is, to be sure, another use of specie 
under the present system, and that is in paying 
balances due by one part of the country to ano- 
ther, and to foreign nations. But every experi- 
enced banker knows that there are other ways of 
settling balances than by paying specie. At the 
Clearing House, where the bankers of London 
meet daily to settle their accounts, not an ounce 
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of specie ever makes its appearance; and bal- 
ances, amounting in the aggregate to millions, 
are discharged by the intervention of a few hun- 
dred thousand pounds in Bank of England notes, 
And so might we do in this country, settle bal- 
ances by exchanging one evidence of debt tor 
another. . 

Thursday. Member back again. My plan for 
settling domestic balances, was, he observed, ad- 
mirable : but how would J adjust foreign balances, 
without the intervention of specie? ‘Told Mem- 
ber that nothing was easier in the world. Only 
let Government, said I, draw bills on London for 
the amount of such balances, and take them up 
by selling United States Stocks in Europe. What 
is Government good for, if it cannot do this little 
for the banks * 

Member said he would withdraw “ the except” 
he had mace a day or twoago. I was a greater 
man than Nicholas, I had devised a plan 
by which the use of gold and silver, and even 
copper, might be entirely dispensed with. I had 
given a death blow to the “specie humbug.” 

Told Member I was herein only following the 
advice of Doctor Franklin. “I say,” says the 
Doctor, in his essay on the Corn Laws, “I say, 
when you are sure you have got a good principle, 
stick to it and carry it through.” Now IL am 
sure that [ have got hold of a good principle in 
the paper money principle; and [ am for carrying 
it through consistently. 


POETRY, 


The French verses which follow, are from a 
book published at Amsterdam in the year 1743. 
For the * Imitation” of them, we are indebted to 
an English journal. : 


ACTIONS DE PARIS. 


Lundi, j’achetai des Actions 
Mardi, j’avois des millions, 
Mercredi, j’établis mon ménage, 
Jeudi, je fis mon équipage, 

Le Vendredi, je fus au bal, 

Et Samedi, 4 |’ Hopital. 


STOCK JOBBING. 
(The above imitated.) 


On Monday, as Jobber, time bargains began ; 
On Tuesday, scor’d thousands by this easy plan. 
On Wednesday, established my household quite 


rand ; 

On Thursday, my chariot [ drove through the 
Strand. 

On Friday, superb, I danced at a ball, 

Was gay in quadrilles, and envied by all; 

On Saturday noon, came ruin complete, 

I was tapp’d on the shoulder, and lodged in the 
Fleet. ! 7 


* The Deacon is not quite original in this. This mode of 
settling foreign ba‘ances, was brought forward, on a partic- 
ularemergency, a few years ago, by the President of a Bank 
in Phladelphia county, the very oracle of his neighborhood. 
It was also supported at some length in a pamphlet published 
many years since, by one of the Smrrus, we believe by the 
celebrated Dennis A. Smita. We do not accuse the Deacon 
of plagiarism. We only mention these coincidences to show 
“ how great wits jump together.” 


RESUMPTION OF SPECIE PAYMENTS. 


The Banks of Maryland resumed on the 3d of 
May. ‘Those of Kentucky and Indiana have re- 
solved to resume on the L5thof June. The Bank 
of Illinois, at Shawneetown, is, it is said, making 
preparations to resume on the same day. The 
banks of Virginia are required by law to resume 
on the Ist of November, but are inducing the 
people to believe that they willanticipate the Sy 
fixed on by the Legislature. ‘Che Banks of North 
Carolina have, it is reported, resumed already. 
The Banks of Louisiana are required by law to 
resume on the Ist of December. The Min 
Bank at Dubuque, Towa, is about resuming. 

Georgia, Tennessee, and Alabama, appear to be 
athe only States in “the suspended district,” the 
banks of which have any semblance of strength 
left, which are not engaged in this resumption 
movement. The banks of Arkansas, Mississippi, 
Florida, and Wiskonsan, appear to be too much 
shattered even to make the attempt. | 

In Pennsylvania, * the Actuf Assembly” to the 
coutrary notwithstanding, none of the banks have 
resumed specie payments, except those of the 
cities of Pittsburg and Philadelphia, and those of 
the few counties nearest to Philadelphia, namely, 
Delaware, Chester, Montgomery, and Bucks. 
(Perhaps the Bank of Middleton, lately removed 
to Harrisburg, should be excepted.] The notes 
of the Farmers’ Bank of Reading, only 50 miles 
from Philadelphia, are at 124 to 20 per cent. dis- 
count: and those of the different banks in the cit 
of Lancaster, (only sixty raoiles distant,) are at 1 
to 20 per cent. discount. 

Our currency, taking the State throughout, is 
in a much worse condition than it was before the 
meeting of the Legislature. The reason for this 
is to be found in the fact, that the resumption was 
made on wrong principles. The first measure 
should have been the withdrawing of “the relief 
notes” from circulation. The next should have 
been a prohibition to the banks to make any new 
loans, discounts, or dividends, while they were in 
a slate of suspension. ‘hese measures would 
have brought about “a resumption” without a 
convulsion, and millions of dollars which are now 
irretrievably lost, would have been saved by the 
citizens of the State. 





OHIO. 


A meeting has been held in a tavern somewhere 
in this State, ‘by a number of gentlemen, mem- 
bers of the Democratic party,” ip which the hard 
money men have been denounced as a faction. 

This has not deterred a number of citizens of 
Litchfield, Medina County, from entering into an 
agreement not to receive or pay any thing but 
hard money. 

Perhaps it will ultimately be found that it will 
be only by the action of the people themselves 
that the paper money evil can be pul an end to. 
Judging from past experience, little isto be hoped 
for from the action of Congress, or that of the 
State Legislatures. 
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VIRGINIA. 


The last number of the Farmers’ Register, pub- 
lished at Petersburg, contains a very interesting 
article from the pee of the editor, on the subject 

of the banks of Virginia. 

From it we learn that Jfiy-five members of the 
Jast General Assembly of Virginia were in debt 
to the banks in the gross sum of $111,675. 

That the bank directors (so far as reported, and 
the reports are not complete) were indebted to the 
banks as principals and indorsers, individually or 
as members of commercial firms, $2,321,080, or 
nearly one-fourth of all the capital of all the banks 
in the State, ; 

That very few of the directors have any inter- 
est in the banks as stockholders, beyond the exact 
amount that the law requires them to own, to 
make them eligible to the appointment. This is 
five shares. 

- That the cost of all the banking houses in Vir- 
ginia amounts to $495,495. | 

That the salaries of all the officers of the banks 
of Virginia, amounts to more than $200,000 a 

ear, or nearly as much as woula have paid the 
egitimate and proper expenses of the civil govern- 
ment of the commonwealth, before it was involved 
in banking and in debt. 

The editor of the Register is of opinion that 
there will be no real resumption in Virginia.— 
“The branch bank system, (which alone would 
serve to render any bank irresponsible and there- 
fore corrupt and dishonest) of itself will suffice to 
protect the banks from paying any thing worth no- 
tice for a month, or for several months. And within 
one month the Legislature will be in session, and 
ready togrant any relief to the banks and contin- 
ued indulgence to the suspension.” 

In some portions of the western part of Virginia, 
things would, from the following extract from the 
Morgantown Republican, appear to be in a deplo- 
rable condition. : 

“We are told that in the adjoining county of 
Harrison, the Deputy Sheriffs have thrown up, 
and given notice to the High Sheriff that they will 
no longer act, and that in the lower end of the 
same county, the people met to the number of four 
hundred or more, and passed resolutions that dur- 
ing the present state of affairs, they would resist 
the collection of all debts by the officers of the 
law. They entered into anagreement to chastise 
and ride upon a rail any man who would attend a 
sale of executed property for the purpose of bid- 
ding for it, and a number of other resolutions of 
the same import and bearing.” 





GEORGIA. 


“We seriously apprehend a general suspen- 
sion of the Law in the Western part of Georgia. 
The Sheriff sloped and prevented a court in Mur- 
ray ; in Gilmer the Sheriff failed to raise money 
and went off to avoid a rule. We doubt whether 
there will be a court in Walker or Floyd. There 
is a large majority of suspension men in the Che- 
rokee country, and they will elect a Sheriff who 
will perjure himself for the purpose of disappoint- 
ing the courts.” — Georgia paper. 


Digitized by Gor gle 


“THE LUMBER BUSINESS.” 

Mr. Sharswood, the chairman of the committee 
of the Legislature, refused, with great propriety, 
to give up the letters which are supposed to con- 
tain evidence of the bribery and corruption used 
by the banks or their agents in 1840. And Jud 
Barton has dischar George Handy, D. M. 


‘Brodhead, and Joseph Solms, declaring that there 


was no evidence which would justify their being * 
held longer under arrest. . 


THE UNITED STATES BANK. 

As was expected, Nicholas Biddle, John An- 
drews, and Joseph Cowperthwaite (accused of a 
conspiracy to defraud the stockholders of the U. 
S. Bank) have been discharged by the Court of 
General Sessions. Judge Doran dissented herein, 
from the opinion of his colleagues, Judges Barton 
and Conrad. 





; FLUCTUATION. 

The Pittsburg Mercury of May 4th, says, “ last 
week many persons sold Indiana money for notes 
of the Merchants’ Bank of Wheeling at a loss of 
ten per cent. This week they would be glad to 
sell the Wheeling bank notes for Indiana money 
at a loss of 15 per cent.” 


THE STOCK MARKET. 


There has been a flare up in the stock market. 
Pennsylvania fives, which on the 4th of A ril, 
sunk to 33, afterwards rose to 504, then sunk to 
39, and after considerable fluctuations, are now at 
about 45. Most other stocks have also risen. 


SPECIE AND COINAGE. 


The imports of specie into the United States in 
the year ending September 30th, 1841, amounted 
to $4,908,408 ; and the exports to $10,020,044. 
Excess of exports $5,111,636. 

The imports of specie in twenty-one years, from 
1821 to 1841, inclusive, have amounted to $15]1,- 
522,349: and the exports to $137,792,097. Ex- 
cess of imports $43,730,252. 

For the imports and exports in each year from 
1821 to 1840, see page 196 of this Journal. 

The United States Mint was established in 
1793. From that time till Dec. 31st, 1841, the 
number of pieces coined at it and its branches 
amounted to upwardsof 250 millions (257,864,336. ) 
Their value was upwards of 86 million dollars 
(86,331,408 67.) 

Pieces of Gold coined at Mint and Branches, 
6,099,804: Value, $29,182,720. Pieces of Sil- 
ver, 154,893,789: Value, $56,217,184 90. Pieces 
of Copper, 96,870,743: Value, $931,503 86. 








The condition of that State is deplorable, in 
which the people, lose confidence in their Legis- 
lative, Judicial and Executive authorities. Yet 
such is the present condition of Pennsylvania; if 
the sentiments of the inhabitants of the rest of the 
State are to judged of by those of the citizens of 
Philadelphia. The general belief here seems to : 
be that the ne interest exercises an impro- 
per influence in all the departments of Govern- 
ment. 
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BANK D&SFAULTS. 


The affairs of the Pascoag (R. I.) Bank, allud- 
ed to in our last, have been examined by Commis- 
onceen, and the deficiency is found to be 12,000 

rs. 

The following ph we copy from the 
Public Ledger of this or under date of May 4th. 

“A number of defalcations have taken place in 


' Georgia, which have not yet been made public, 


The persons charged are osficers in the Augusta 
Insurance and Banking Company, the Augusta 
Branch of the State Bunk, the Georgia Insurance 
and Trust Company, and two of the Savannah 
Banks. One of the defalcations is said to be for 
a large sum. It is said, too, that Levi Eckley, 
of Macon, a man of high standing as a merchant, 
and formerly a member of the State Senate, has 
absconded, under the charge of forgery to a very 
large amount ; and that I. G. Seymour, President 
of the Branch Bank of the State, and formerly 
Mayor of that city, absconded some time ago, 

er the charge of embezzling a large sum of 
the money of the Bank, which he had but very 
recently sworn to be safe in its vaults. The 
money was supposed to have been long used in 
speculation.” 





BANK FAILURES. 


The Real Estate Bank of Arkansas, has made 
an assignment. It had five branches and a nomi- 
nal capital of $1,530,000, or, counting certain 
State bonds unsold in Nov. 1840, (the date of the 
Jast return we have seen) $2,030,000. The only 
remaining bank in Arkansas, is the Bank of the 
State. It has three branches, and had in October, 
1840, a nominal capital of $1,502,760. It is be- 
lieved that it also, must soon go into liquidation. 





THE FOREIGN NEWS. 


Paper money banks are breaking in Great Bri- 
tain as well as in the United States. Among 
those that have recently exploded, are a bank at 
Brighton, and the bank of Renfrewshire. The 
former was, till lately, regarded as one of the most 
substantial of the country banks. The latter will 
pay so small a dividend as would almost disgrace 
a bank in Mississippi or Michigan. The system 
is the same in essentials in England and Ame- 
rica. 

Owing to an influx of the precious metals into 
England, the Bank of England has reduced the 
rate of discount from 5 to 4 per cent. This, 
under ordinary circumstances, would cause an 
expansion in the United States. Under present 
circumstances, it will alleviate the evils produced 
by the folly of Bank Directors, and members of 
State Legislatures. 
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MENRBOUTE 0 as 660 coc cdn sceneosee | 10 dis. 
EAROID sb /c Tilg da od noeW aces — ai0dis. | 50 a —dis. 
IMGIODRS i side VaRs nde onside ove’ — alsdis. | 25 a —dis. 
ORIG: 6 4sne cideisabenerteenasé — @10&15dis.) 10 a 15 dis. 
BBicHigGm,... v's. sees cciesscescac i-¢ 10&20dis.; 10 @ 18 dis. 
American Gold, (new coinage).| Par a — par a— 
SoveTOHeNS’ 2. .6k.c ibe ves deesic 4.25a — | 4% a — 
Heavy Guineas .......sseeeee. 5.00@ 5.05 | 5.00a@ 5.05 
Spanish Doubloons............ 16.25 a 16.50 |16.25 a 16.50 
Patriot Doubloons............. 15.60 @ 15.80 (15.60 @ 15.80 ; 
Spanish Dollars. .......+.+,+.. 2 a4 pr. | 2a 3pr. 
Mexican Dollars «..+....++.++. ar. par 
Five Franc Pieces............; —a%3cents 93a —— 
Eiplf DOUGH. av.0tad we vas ine bus Par. r 
BILLS OF EXCHANGE ON 
EORGOR Fiawsy itches dioerivedes 7} a7} pr. 6 a@ 7} pr. 
FYODOR) woo. hGH eas becced ets 5.324 a 36 @ 5.37} 
Holland. .......++. galcveccathys 394 a — 38} a 39 
FEA OUEE 2.0 os on datas veecubeesas 3 a— 354 a —— 
BrOMGM oo v0 scesecs cstwcech cas 755 a — S$a 753 
DE sw wel yp Cobbaweppiuctess Para } dis a@ } dis. 
Mew Wotheisccs cigs darvasdatniee par a 2 dis, 
Philadelphia ........00+.se000 para } dis. 
Baltimore iis. > chedepacsvioves ka dis.| 3a $dis. 
Richmond, «.<0cbebghecsisacace 7 @ 7 dis. a — dis, 
North Carolina. ........+s00s.- 4 a 4i dis. 
Chm rlegta oes be vcs Ounce canes li a@ 12 dis. 3 a— dis. 
BavAOWGD on op sicvsncnutpccctes 2}a 2} dis. a — dis. 
AUgZUSta oe eesccescccccccacces| 24 @ "23 dig, 
COMMAS «0.0 ccc dshnd ovvcccice nominal 
MGcON. 0) onc dean dehade ened cde 18 @20 dis. 
EDO sass s5d 5 ede ca we ens 16,417 dis. |18 a@ 20 dis. 
New Orleans...... -| 6a 7 dis.| 8 a — dis. 
WEtCROE ice ds sce wuahywideaes ce nominal no sale. 
Naslvilbe «wis tilsyefdoesnct ce 13 a 15 dis. |J8 a@ 20 dis, 
a Te ars 9 a 9} dis, 
TOUIRVILN Fc vetadetne hs vhxe ces 644 7 dis. |7} a — dis. 
sr a. 9 oe ee %$@210 dis. |8 a — dis, 
Michigan «..00+0cvcicsvsssscee nominal. 
PRICES OF PRODUCE. 
Cotton, New Orleans, perlb....| 5) @ 1 8 a 
ODS Ss. vc cccocccdes 54 a 10} 8 a 
Upland... cvcsisiveuens 5} a 9 6 a 9 
Flour, Western Canal, per bbl.| 5.93} 4 6.063| 5.75 a 5.874 
Philadelphia............ — 425.87}/5.75 a 6.00 
Rye Flour. .. 0000x050. 3.37} 23.50 | 3.50 a 3.62, 
Indian Meal............ —— a 3.)2}/ 2.62} a 2.87) 
Grain—Wheat, per bush....... 1.22 4 1.24 | 1.25 @ 1.32 
RYO 2 cvcecccccvencceses 65 a 66 63 a 68 
ORR rn 5.0050 ap cd 08 06408 58 a 66 53 a 62 
ROUER, on tt Sande we edanacs 34 a 46 — a4 
Iron, Amer., Pig, No. 1, per ton| 26.50 a@ 31.50/26.00 a 31.00 
Bar rolled........ 75.00 a ——| 80.00 a 85.00 
Lead, Pig, per Ib..........+-..- sia 3h 3$a 3 
Tobacco, Richmond, per Ib..... 2Qia 6 3 a 6} 
North Carolina ...... Qa 5 
Kentucky.......+.-.. 3 a 6} 2ia 64 
Wool, American, Merino, perlb.| 31 a 33 3 a 35 
Common ..... 18 220 27 a W 
Whiskey, Rye, per gal......... 17 219 17 a 18 
Provisions, Mess Beef, per bbl..| 7.25 a 8.00) 7.50 a &.00 
Mess Pork, 6 bbl.| 7.50 a 9 7.50 a 8.00 
Hams, per Ib....... 64a 7} 4 a & 
Lard, per Ib........ 53a7 5 a7 
Cheese, per Ib...... Fa 94 9 al0s | 
Rice, per Ib......... 2$ @ 3} 3 a3}, 
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This equality lasted for some time after it 
became the custom to give regular quota- 
tions of the prices of bank paper. It will be 
seen, by inspecting the table, that in May, 
1816, the notes of twenty-seven out of thirty- 
five country banks of Pennsylvania, were at 
a discount of ten per cent. It will also be 
seen that the discount was diminished with a 
regularity approximating to uniformity, up to 
May, 1818. In the succeeding July, the 
United States Bank commenced its curtail- 
ment: and then the great confusion in ex- 
changes began. 


In other States the confusion was as great 
as it was in Pennsylvania. ‘This may be 
seen by the following table. 


PRICES OF BANK NOTES, 

At New-York, At Paltimore, 

April 7th, 1819. = =August 7th, 1019. 
New-England notes, par to 2 per ct. dis. lto 6 dis. 
Philadelphia, par 
Pennsylvania, 1 to 60 
Delaware, 4 to 12} l to 8 and 50. 
Baltimore, Mh 
Maryland, 2 to 20 1 to 40 
District of Columbia, 1 to 60 
Virginia, | 2 1} to 25 
North Carolina, 2to 3} 20 to 25 
South Carolina, 1} 8 to 10 
Georgia, 2to 3 7to 8 
Tennessee, 7 
Kentucky, 16 to 
Bank of Kentucky, 5 
Ohio Banks, 6 to 15 10 to 30 
Uncharted Bank of Ohio, 25 to 75 
Louisiana, 6 
es Lee and 15 to 60 


Mr. Niles, rsa whom we have taken the 


items which form this table, says the prices 


of bank notes varied several per cent. in the 
course of a week. The notes which were 
at par in one part of the country, were in 
other parts at a heavy discount. At the 
same time that exchange at New-Orleans on 
New-York was at from seven to ten per 
cent. discount, exchange at New-York on 
New-Orleans was at six per cent. discount, 
A bank’s paying specie did not prevent its 
notes depreciating: for nobody knew how 
long any distant bank would continue to pay 
specie. All the banks whose notes were at 
a discount at New-York of less than 5 per 
cent., and some of the others, were under- 
stood to pay specie on demand. 


Of the increase and decrease of the local 
currency of Pennsylvania, the reader may 
form an idea from the following table. 


QF 


NOTES IN CIRCULATION,* 


° City Banks. Country. Total. 
Nov. 1814, .. 3,363,802 1,942,479 5,306,281 
(1815, ... 4,810,507 247 10,159,754 
1316, ; 3,416,248 4,787 i 22 8,21:3,$ 
1817, : 2,355,694 3,853,866 6,209,560 
1818, . Pas 3,093,966 5,081,911 
1319, 1,615,000 © 1,384,325 3,029,325 


It will be seen that the great increase in 
circulation took place in the year after the 
war. Great as it was we ought not to won- 
deratit. The receipt by government of incon- 
vertible paper in payment of duties, was quite 
as efficient a sanction of the continued sus- 
pension of specie payments as could have 
been afforded by an act. of Congress passed 
‘with that express intent. What govern- 
ment is willing to receive, individuals having 
payments to make to government will not 
refuse. Institutions which are founded for 
private profit, must always be expected to 
take advantage of so many opportunities of 
acquiring gain as the policy of government 
will allow, or its necessities compel it, to af- 
ford, 

In the year 1815, ten months and a half 
of which were months of peace, the govern- 
ment issued twenty millions in treasury 
notes. As such of these as were of a less 
denomination than one hundred dollars, bore 
no interest, they directly increased the 
amount of paper medium. ‘The others, as 
has been shown in ahother chapter, indirect- 
ly increased the circulation of the banks, as 
those institutions gave their own inconverti- 
ble notes in exchange for treasury notes. 

In 1816 there was a reduction of about 
twenty-five per cent. in the circulation of the 
banks of Pennsylvania, and a very great fe- 
duction in the circulation of the banks of the 
adjoining States. Of the manner in which 
this was effected, we will let the Secretary of 
the Treasury speak. 


‘*At a moment,”’ he says, ‘* when exces- 
sive importations of foreign merchandise had 
involved the mercantile and manufacturing 
interests in the greatest distress, and menaced 
them with impending bankruptcy, reason, 
humanity, and sound policy, all united 
against the curtailment of bank discounts. 
Yet, so far as the knowledge of the Secretary 
of the ‘Treasury extends, the reduction of the 
circulating paper has in no instance been at- 
‘tenipted by the sale of the public debt held 


* The returns of the Farmers’ and Mechanics’ Bank, in 
1841, were for aoreee 2d: those of the Pennsylvania Bank, 
for August 30, and those of the Philadelphia Bank for Sep- 
tember Ist. The returns of the other banks were for Novem- 
ber. No return was made in any of these years of the cir- 
culation of the Bank of North America. 
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by the banks. Gurtallinent of discounts has 
been the only process resorted to by them, 
where any efforts have been made'to prepare 
for the resumption of specie payments. The 
disregard to individual suffering, manifested 
by this procedure in the State banks, has 
been the result of a conviction, that when the 
national currency shall be restored by the ef- 
forts of the government and the Bank of the 
United States, the public debt will be in- 
creased in value.’’* 

This is true. But when we establish 
institutions to which it is impossible to im- 
part moral responsibility, we ought not to 
expect them to pay much regard to “ reason 
and humanity.”” The banks acted with 
sound * policy”’ in regard to their own in- 
terest, in pressing on the community and in 
holding on to the public stocks. 


In 1817, there was a further reduction in 
the circulation of the Pennsylvania banks, 
but the deficiency was supplied by the issues 
made by the United States Bank. The re- 
turns of the Pennsylvania banks, for 1818, 
were made some months after the Bank of 
the United States had begun its grand cur- 
tailment, 

The local bank mania may be said to have 
raged with more violence in Pennsylvania in 
the year 1815, than at any other period: 
but, if we take the Upion throughout, the 
mania did not reach its height till the spring 
of 1818, or three years after the close of the 
war. It was in this year that Vermont, 
which had been without banks since the 
grand New-England explosion of 1808-9, 
began to revive the system; and the passion 
for multiplying paper-issuing institutions be- 
came so great, that Mr. Niles was forced to 
exclaim—*t We see every where new banks 
establishing or attempting to be established. 
Behold forty-three new banks authorized in 
Kentucky—half a score in ‘Tennessee—eight 
in Ohio—a mob in little Rhode Island—some 
in Virginia, Massachusetts, &c. —sixteen pe- 
titioned for in New-York—and some want- 
ed in Pennsylvania—half a dozen new ones 
in Maryland—and from fifty to a hundred 
more proposed in various parts of the United 
States.’’t 


Only three months after Mr. Niles had in- 


dited this paragraph, the United States Bank, 


was compelled to commence that course of 
measures, the effects of which have been 
narrated in our previous chapters. 


* Letter of Mr. Dallas, November, 1816. 
t Weekly Register, April llth, 1818. 
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The author of the pamphlet. sent iy 7 
Friendly Monitor,” says, ** Eve 
I have made has entirely com 
every formidable ison 
bank has had to contend 
by its agency for the government, an 
ticularly by the too rapid reduc ior <a 
than eighteen millions of the public de , bey Bf 
tween the months of June, 1817, a ind No- 
vember, 1818, and the utter impracticability — 
of converting in due time any reasonable p 
tion of the specific public deposits ir 
funds as the public creditors were e} atitl ed 
demand, without hazarding the f > tration ¢ 
many respectable institutions.” aia . 

As banks are the creatures iment, 
all the evils they produce must be & 
the government. It is to afford o 
ties for speculation to themselves, t 
sonal friends and their political ] 
that our law-givers establish banks. Itw was 


through the attempt to carry on the war | 4 


‘a 
ef 
cabs a; 


Pe tag 
ih 


* ‘ 


means of bank notes and bank credits, tha 
the suspension of specie payments pr 
duced. It was through the connivane oan Ds 
government, that the suspension 6 f sj ie 
payments was so long continued. — 
through the issue of treasury notes, th 
amount of bank notes in circulation w 
mediately increased. It was that 
amount of public stock might be a or bed, 
that a bank was instituted with a cay “a 
thirty-five millions, when there was notroom — 
for a credit bank with a capital of thirty-five’ 
thousand. No doubt, also, the disir = 
of the government to suffer the bank te 

the eighteen millions of publie moneys, 1 nen 
tioned by “A Friendly Monitor,” had its ef 
fect. If the government had been co 

continue to pay the interest on a corresf 

ing amount of public debt, and to let the be 
keep eighteen millions of the publie mone} 
for its own uses, the crisis might have een 
—we will not say averted, but it might have 
been delayed. If it had been delayed, theevil 
would have been increased. ‘The notion 


ap 


. lewen 


the early administrators of the Bank of the 
United States, appears to have been, that the 
bank should do a business bearing the same 
proportion to its great capital, that the bust 
ness of the local banks bore to their smal 


capitals. If the payment of any portion 0 
the national debt had been deferred to 
their convenience, they would have ae 
corresponding increase in their bu 
Even as it was, we have found them com- 
plaining, in the spring of 1818, that # 
could not sign notes fast enough: and | 
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report of the committee of Congress shows, 
that all the energies of the directors were ex- 
erted to increase the circulation, extend the 
general dealings of the bank, and raise the 
price of the stock in the market. 

Other men in their situation would proba- 

bly have acted as they did. It is of very lit- 
tle moment whether it is Mr. Wice1ns or 
Mr. Spricerns that is president of a bank, or 
whether the Joneses or the Gireses are di- 
rectors. The fault is in the system. Give 
the management of it to the wisest and best 
men in the country, and still it will produce 
evil. No new principles of action were in- 
troduced by the early administration of the 
United States Bank. If the members of 
Congress who granted the charter did not 
know that the usual way of paying all instal- 
ments after the first is by discounting stock 
notes, they had not much acquaintance with 
either the theory or the history of banking. 
As little credit must be given them for intel- 
ligence in respect to money corporations, if 
they did not know that the practice of those 
who wish to get: the esata of such institu- 
tions is, to divide their shares as was done by 
certain gentlemen in Baltimore, and by others 
in Philadelphia. It was not, surely, to be ex- 
pected, that men who had associated with the 
professed design of making profit for them- 
selves, and who had admitted the government 
as a partner, should trammel themselves with 
restrictions which the legislature had, either 
through design or oversight, failed to impose. 
If the courts of law have not absolutely de- 
cided that whatever is not expressly forbid- 
den is granted in a charter, the banks find it 
very convenient to act on such an assump- 
tion. 

The history of the country from 1814 to 
1818, exhibits nothing more than the natural 
results of banking by corporations, and with 
paper money, while the government, em- 
barrassed in its fiscal concerns, wanted the 
inclination, or perhaps the ability, to apply 
an adequate remedy. ‘The reaction of 1818- 
19 was only the natural result of the differ- 
ent operations of the preceding years. The 
irregular banking in the south and west in 
subsequent years, is only a link a little lower 
down in the same chain of consequences. 

It would appear as if the suspension and 
resumption of specie payments might have 
been productive of little embarrassment, 
comparatively speaking, if the government 
had, immediately on the close of the war, re- 
fused to receive inconvertible notes in pay- 
ment of duties. ‘The few banks which then 
existed in Ohio and Kentucky had suspend- 
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ed payment only a month or two. The 
Bank of Nashville actually maintained specie 
payments. The dealings of the banks in 
the southern States were of moderate ex- 
tent. ‘The new banks of Pennsylvania were 
not yet in full operation. ‘The principal 
part of the over-issue was by the banks of 
the great cities of the middle States, and 
these banks might, by a sale of the public 
stocks they held, have obtained the means 
of redeeming their excess of paper. 

If this had been done we should have es- 
eaped the particular evils recorded in the 
foregoing chapters, but we should probably 
have experienced evils proceeding from the 
same source in another form. It was fouror 
five years before the war, that banking in 
New-England produced consequences simi- 
lar to those felt in the other States four or 
five years after the war. As the mania spread 
through New-York, into Pennsylvania, and 
thence south and west, banks were estab- 
lished without those restrictions which ex- 
perience in New-England had proved to be 
necessary. 

To impose such restrictions would, in 
fact, have been hardly in accordance with 
the philosophy of the day. A ruling prin- 
ciple in this was, as may be seen by the 
quotations we have given from the writings 
of various eminent men, that inconvertible 
bank notes, if they were not quite as good 
as gold and silver, were very little inferior to 
them as a circulating medium. Many of 
our readers may smile at such notions now; 
but, perhaps, if they had lived in those days, 
they would have thought as their neighbors 
thought. Perhaps the present popular no- 
tions on the subject of banks, will, some 
twenty years hence, be regarded in the same 
light as those notions of the anti-bullionists 
are at the present period. 

That ** ove of money which is the root 
of all evil,” and which, operating through 
the medium of incorporations and paper bills, 
is productive of so much evil, would have 
brought on the nation great calamities, if we 
had remained at peace. The war, and the 
measures consequent thereon, gave that evil 
its particular form and feature. It is that 
same ‘love of money’’ which now gives 
plausibility to the sophistry by which the 
present banking system is supported, as well 
in the minds of those who suffer as in the 
minds of those who are benefitted by the 
system. Hence it is that the former are so 
easily persuaded that what is gained by the 
use of paper money is so much gained by 
the nation, and not so much gained by one 
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part of the nation {OM (Mother part. It is 4% 4 re eon ae in Man, ie) effeets of which 
so hard for any man, be he merchant, or be 1823. Tae Bank of the United States receives toe notes of 
he drayman, to be content with his earings  y¢0), OF i hee “increnes’ their teeasar Gann 
—we are all so anxious to become rich in a speculation 18 excited. / 

hurry, that we readily become the dupes of ' The consequences interior? bul oer ia ae 


; : eflects of the expansion, n in 1°23 and cantin- 
one another, and sometimes in our haste we ed thronght Ear ere aeat pean ta Of getty tat 
du pe ourselves, general briskness of business. In July or Angusta 

violent reaction commences, 

. The effects f the reaction are felt through the greater 
part of the year. ' 

. Money plenty. The United States Bank commences 
issuing branch drafts for small amounts. 


CHAPTER XIX. ; Sudden and alarming scarcity of money in May, and 


again in September. 


- Money is searce till July. It afterwards becomes 


| ; pleaty. 
Of Banking from 1820-21 to 1825-26. Ro vn very’ plenty, Aili: Octobée! <ieaail reaction 
ins. 


To tell of all the expansions and contrac- - Money scarce. Towarts the close of the year, 


the 
; ‘ ressure abates in Philadelphia : but it is not 
tions that have occurred since the first grand rently diminished in sole éetier parts of theeoasey: 


curtailment was made by the United States ; : 
Bank, would require a faite volume. Our s In . aren site oe placed the United 
country is so extensive, and the causes that ee we ik Soma p A ee and die 
affect bank medium are so various, that while bata ie visi Tonga ae “ are 

one part of the Union is suffering all the The h eae io i ‘— stems ie ae 
evils of scarcity of money, another may be a ey : ae -” a YRC less 
in the height of that apparent prosperity qe x i . ‘e — ee ee 
which is produced by an increasing paper S°8TC® DY W c¢ es ae $8 oxtemilies 
currency. Itis by no means unusual for a 1% ' Its turn, has a powerful operation on 

the remote parts of the Union. 


contraction to begin on the seaboard, before 
. er oe In the years 1820 and 1821, the banks of 
the full effects of the previous expansion the middie States settled damian 


have been felt in the interior; or for expan- . 
sions to recommence on the seaboard, soon Mr. N ra calls other ib of regularity. 7 
after the inland banks find the necessity of notes of many of them became mere broker 
restricting their issues. merchandise, and the discount on those which 
Each bank has its own sphere of opera- remained current, did not exceed the cost of 
tion, within which there may be contractions eee a oo we yal + 
and expansions not sensibly affecting any ae etre to the place wher they 
but those within that sphere. But from de- | 
sire to increase their profits, the different ae field was pa a hen fe 
banks not unfrequently encroach on each Cfe@!t operations of the Bank o | 


other’s spheres, by which more extensive tates. But by this time confidence was 


disorders are produced. The action of the conor = the spirit of cys 
banks among themselves has been compared e re . f ee ey i ee Reh ail 
to that of so many drunken men passing ©” 'e 3d of February, 1821, * little A 
along the street together, occasionally sup- {f Money, except to answer the current 
porting one another, and occasionally knock- POSS of life, and pay old debts, for either of 
ing one another down. ‘Their motion is Which it is difficult enough to get, though 
vacillating, tottering. It is seldom in a @Pparently abundant enough.” ‘The capital- 
straight line. ists of New-York made great complaints im 
An attempt to enumerate all the vibrations March ol the difficulty they found 13 invest: 
of bank medium would therefore be idle, 1 their funds: though at this very time, the 
But from a careful inspection of files of the CUNY papers were teeming with advertise 
United States Gazette for 1821 and 1822, Ments by the sheriff; and three hundred and 
and of the Philadelphia Gazette for subse- ‘fty persons in Baltimore made “PD 
quent years, we are able to give the following '" the month of May, for the benefit of 
view of variations of the money market, em- /S0lvent laws of Maryland. A tradesman 
bracing all the most important expansions ' Philadelphia advertised for a sho 
bind donthasiaaws, and fifty applications were made for 
place in three days.* The building of a 


1821. Business dull in the beginning of the year. Theer- TeCW ship excited quite a sensation, a8 Some 
fects of an expansion apparently commenced in the 
spring, begin to be felt in June or July. and by Oc. 
tober the spirit of speculation is tole:ably active. * See United States Gazette of Jane Wth, 
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thing out of the common order of things. 
The fear of moneyed men to embark in new 
enterprises, left many laboring people with- 
out employment. Solvent men had little 
disposition to borrow, for they could not tell 
whether prices had yet reached their lowest 
limit, or form a satisfactory conclusion as to 
the state of affairs in coming years. 

In the interior of Pennsylvania, the people 
were clamorous for the establishment of a 
State loan office. Nor is this to be won- 
dered at. In the month of June, the sheriff 
of Bedford filled two newspaper columns and 
a half with his advertisements ; and the she- 
riff of Berks offered for sale three thousand 
acres of land, besides town lots. In August, 
fifty-seven farms were advertised for sale by 
the sheriff of Westmoreland, sixty-three 
pieces of property by the sheriff of Northamp- 
ton, and thirty-seven by the sheriff of Mifflin. 
In October, the ‘sheriff of Cumberland ad- 
vertised for sale two thousand three hundred 
and eighty acres of land, besides twelve 
town lots with handsome improvements: and 
in December, the sheriff of Berks offered for 
sale the property of forty persons. From 
the state of things in six of the fifty-two 
counties of Pennsylvania, the reader may 
form some idea of the condition of affairs 
generally. 

In April or May, 1821, as nearly as can 
be ascertained, the city banks began to ex- 
pand, and the effects of this expansion were 
sensibly felt in August, and still more sensi- 


bly in October. ‘Tired of a protracted state 


of inactivity, many men began to employ 
their capitals and their credit, at a risk rather 
than on calculation. For some months things 
wore a pleasing aspect: but in April and 
May, 1822, the prospect was again clouded 
over. Some kinds of imported goods fell 15 
per cent. in Philadelphia; and United States 
Bank stock, which had been held at 115 in 
February, was sold in New-York on the 
first of May at 102, and fell before night to 
983. 

Other kinds of public securities experi- 
enced a depreciation, but the fall in United 
States Bank stock being greatest, naturally 
attracted most attention, It was attributed 
by some to the machinations of brokers, and 
by others to a loan of five millions made by 
the bank to the government, and to the 
quantity of stock hypothecated to the differ- 
ent banks and insurance offices in New-York 
and other places. 

It is certain that the evils produced by 
paper-money banks, are greatly increased by 
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the dealings of these institutions with govern- 
ment. The transactions are so large as usual- 
ly to derange the regular train of mercantile 
operations. ‘The heavy deposits of govern- 
ment enable the banks, at times, to extend 
their discounts further than is proper. ‘Their 
payment of these deposits, and the making 
of heavy loans to government, usually com- 
pel them to curtail their accommodations to 
men of business, 

But it is of less moment for us to know 
what particular operations of the bank caused 
the sufferings of 1822, than to know that 
these sufferings were the consequences of 
over-trading produced by over-banking. ‘That 
there was an excess of paper issues in part 
of 1821 and 1822, is evident from the fact 
that, according to the official returns, the 
exports of specie in the year ending Sep- 
tember 30th, 1822, amounted to 10,781,933 
dollars, and those of bullion to 28,248, while 
the imports of specie for the same period 
amounted to only 2,958,402 dollars, and 
those of bullion to 411,444. A Boston paper 
says that from the first of January to the first 
of June, 1822, the imports of specie into 
that port amounted to only 70,000 dollars, 
while the exports, in the same period, to the 
East Indies, Brazil, England, and Cuba, 
amounted to one million two hundred and 
five thousand five hundred and six dollars. 
At one time, in 1821, there were 2,434,000 
dollars in specie in the vaults of the Boston 
Banks, and by June, 1822, this amount was 
reduced to 430,000. In the same period, 
the specie in the vaults of the United States 
Bank and its branches was reduced from 
7,643,140 to 3,334,452 dollars. 

On the 29th of June, Mr. Niles remarked 
that forty-two merchants of Boston had stopped 
payment within the period of a month: and 
on the 3d of August, he made the following 
quotation from a Salem paper: ** We regret 
to learn that failures continue to take place 
almost daily at Boston, some of them of per- 
sons extensively engaged in commerce. We 
are informed that within the last two months, 
there have been more than eighty failures in 
that city. ‘The embarrassment, distress, and 
alarm, which such a state of things must 
necessarily produce, are indeed a serious 
ealamity.”” The amount of these failures, 
for the last two months, adds Mr. Niles, is 
said to be more than three millions of dol- 
lars. . 

There were also failures in New-York, 
and many of the operative manufacturers of 
Philadelphia were deprived of employment. 
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Throughout the year business was very 
vacillating. In the latter part of it, there ap- 
pears to have been another sudden shock 
given to trade; for it is mentioned in the 
United States Gazette of December 13th, 
that some species of cotton and woollen 
goods had fallen fifty per cent. in the course 
of a few weeks. | 

Bills on London, which were at 111} a 
1123, in February, 1822, were quoted in 
the Philadelphia Gazette of May 14th, 1823, 
at 1043. The true par being, according to 
Mr. Gallatin, seven per cent. above the no- 
minal par, the foreign exchanges were de- 
cidedly in favor of the country. A com- 
bination of causes compelled the banks to be 
cautious this year in their operations. The 
condition of things in the southern and west- 
ern parts of the Union, prevented the United 
States Bank from extending its dealings as 
far as it desired. The Pennsylvania Banks 
felt the uncertainty of their fate. The char- 
ters of many of them were about expiring, 
and applications for a renewal of them, made 
to the legislature in the sessions of 1821-22, 
and 1822-23, had been defeated. The city 
of New-York was flooded with the notes of 
a number of small institutions in the country 
parts of that State, and of other States. These 
notes, though they were not on a par with 
specie, constituted the principal medium of 
retail trade. 

The bank interest was very powerful in 
the Pennsylvania legislature in the session of 
1822-23; but the dominant party feared to 
pass a bill to extend the charters of the banks 
of 1814, as it might have an unfavorable 
effect on the election for governor, in Octo- 
ber. When the election was over, the chief 
obstacle to the operations of the banking in- 
terest was removed, and a bill was passed in 
March, 1824, for re-incorporating every one of 
the banks of 1814 which had applied fora 
renewal of its charter.* About the same 
time, the bank mania broke out afresh in 
some of the other States, and it seemed, in 
the latter part of 1824 and the beginning of 
1825, as if the days of 1815 and 1816 were 
about returning in America, and those of the 
South Sea bubble in England. 

The infatuation, if we may be permitted 
to call it by so mild a name, was most vio- 
lent in New-York. ‘The speculators of that 
city, not content with such privileges as their 
own legislature could bestow, prevailed, by 


* The Silver Lake Bank is perhaps an exception. Its 
charter was renewed, but we are not certain whether it was 
at this or at a succeeding session. 


means of bonuses, on the legislature of New- 
Jersey, to establish a string of small moneyed 
corporations along the shore of the North 
River; and, in defiance of the statutes of 
Pennsylvania, took possession of coal lands 
within her limits, under the color of char- 
ters granted by another State. Their own 
legislature they besieged in every possible 
form. During the session which commenced 
in January, 1825, application was made for 
charters for new Banking, Insurance, and 
other companies, with nominal capitals to 
the amount of fifiy-fwo millions of dollars. 

Money was never more abundant, if a 
judgment could be formed from the subserip- 
tions to the stock of such companies as suc- 
ceeded in their applications for charters. 
Three million dollars were subscribed in one 
day, in January, to the stock of the New- 
Jersey Lombard and Protection Company, 
though its capital, as fixed by law, was onl 
three hundred thousand dollars. Nine mil- 
lion dollars were subscribed in April to the 
New-York Water-Works Company, and by 
some contrivance its script was raised in the 
market to thirty per cent. above par. ‘Thir- 
teen millions were subscribed in May to the 
stock of the Delaware and Raritan Canal 
Company. Between the 5th and the 16th 
of February, the stock of the New-York Gas 
Company advanced 28 per cent., and sold at 
178. 

It was not in dealings in stocks only that 
great activity prevailed. More commercial 
business was said to have been done in Phi- 
ladelphia, in the month of February, than in 
any one month of the preceding ten years. 
The banks were liberal in their discounts, 
and the spirit of speculation showed itself in 
various forms. 

While the public mind was in this state, 
seven expresses arrived at Philadelphia from 
New-York in one day, (April 9th,) with 
news of a great rise of prices in the markets 
of Liverpool and London. The effect was 
electric. ‘Twenty-seven cents were offered 
for upland cotton, and refused, though 
twenty cents would, a week before, have 
highly gratified the holders. Cotton yarn, 
No. 15, rose from thirty-five to forty-five 
cents. Muscovado sugars advanced a dollar 
onahundred. St. Domingo coffee rose from 
seventeen and a half to twenty-one cents a 
pound. Quercitron bark rose from twenty- 
seven to thirty-five dollars a ton. The rise 
in the prices of tobacco, drugs, and spices, 
was very considerable. 

Every body was in haste to grow rich: 
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and the cotton dealers were regarded with 
special envy. It was currently rumored that 
such’a man had made twenty thousand dol- 
jars in ene day ; such another, thirty thou- 
sand ; such another, forty thousand ; and such 
another, fifty thousand. Some firms, if re- 
ports were to be believed, had realized one 
hundred thousand; while the computed or 
prospective gains of others were swelled to 
nearly haifa million. 

In New-York, the speculations were car- 
ried te a much greater extent than in Phila- 
delphia; and despatches sent to the south 
spread the infection through all that region. 
‘The Charleston Patriot, to show the state of 
feeling, mentioned that ‘* the same parcel of 
cotten had changed owners six or seven 
times within a week, without leaving the 
hands of the factor.’’ It was, in this year, 
that the growing crop of corn was rooted up 
in some parts of the southern States, to make 
room for new plantations of cotton. 

The cotton mania continued to rage, with 
more or less violence, through the months of 
May and June. But in July news was re- 
ceived of a decline of 3:/. a pound in the price 
of cotton at Liverpool, and a pressure for 
money was soon felt in New-York. In the 
next month, the pressure increased, and be- 
tween August and December, there were fifty 
failures in New-York, and thirty in the 
southern cities. ‘Towards the close of the 
year, the pressure for money in Boston was 
very alarming. Exchange on England, which 
was at five per cent. in the spring, rose to 
ten per cent. in September. New-Orleans 
notes, which were at two or three per cent. 
discount at Philadelphia in the spring, fell 
on the 21st of September to fifteen per cent., 
and were quoted on the 28th of the same 
month, at fifty-six per cent. below par. On 
the 4th of December the same notes were 
quoted at only four per cent. discount, ex- 
hibiting a remarkable example of rise and 
fall in the space of a few months. 

Many of the Banks were in great dif- 
ficulties. Several of them broke. And 
such were the straits of the United States 
Bank, that one of the directors talked pub- 
licly on the Exchange at Philadelphia of 
the expediency of suspending specie pay- 
ments. 

Mr. Biddle, the president of the United 
States Bank, says, ‘the fall of 1825 was 
probably the most disastrous period in the 
financial history of England. It was then 
that the wild speculations in the American 
mines, and the still wilder speculations in 
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American cottons, recoiled upon England, 
and spread over it extensive ruin. In the 
midst of this suffering, it required little to 
produce a panic, and accordingly there 
ensued a state of dismay, which, for a 
time, threatened to involve all interests in 
confusion. There was, probably, at no 
period of English history, so intense and 
general a distress as there was in December, 
1825. 

** Now the very same storm which thus 
broke on England, passed over this country 
a few weeks before: it was on the eve of 
producing precisely the same results; and 
certainly [ have never felt any uneasiness 
about the banks of this country except on 
that occasion. Just as the difficulties were 
commencing, the government paid off, on 
the 1st of October, a loan of seven millions, 
of which $3,366,761 64 were payable in 
Philadelphia. ‘The payment of this sum by 
the bank, of course, diminished its means 
for active business, and brought it largely in 
debt to the State Banks, both of Pennsylva- 
nia and New-York. It became, therefore, 
an object of extreme solicitude to prepare for 
the relief of the community, and to provide 
for the danger which was obviously approach- 
ing. 
a The first object of the bank was to re- 
lieve itself from the debt which the payment 
of the seven millions threw upon it. Ac- 
cordingly, it began by making sales of its 
funded debt and bank stock at New-York, 
and Boston, and Philadelphia, amounting, in 
the month of October, to $1,828,210 19 in 
funded debt alone, and by husbanding all its 
means till it could place itself in a state of 
perfect security. 

‘¢ By the first of November, the bank was 
extricated from debt, and eontinued daily to 
strengthen itself. In the midst of the diffi- 
culties of the community, two circumstances 
contributed to increase them: the one was a 
heavy demand for specie for the use of the Brit- 
ish army in Canada; the other was a similar 
demand for specie, to pay the instalments of a 
new bank then recently established at New- 
Orleans. This want was to be supplied before 
any ease conld be extended to the commu- 
nity, and it was pressing with extreme ur- 
gency. The effect of it was to inspire a 
general distrust and alarm, and by the middle 
of November, all the indications, which it 
was impossible to mistake, denoted an a 
proaching panic, which would have been 
fatal to the country. If the strength and 
wealth of England could not withstand such 
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an alarm, its effects on this country would 
have been incalculable, ‘That moment seemed 
to me to be the very crisis of the country, to 
be met only by some decided and resolute 
step, to rally the confidence of the commu- 
nity. In such a situation I did not hesitate 
on the course which my duty prescribed. I 
went immediately to New-York, where I 
sought the gentleman who was preparing to 
draw specie from the banks of Philadelphia, 


_ in order to send it to New-Orleans, and gave 


him drafts on that city. These drafts were 
not given to protect the bank itself, which 
was then a creditor of the Philadelphia Banks 
for more than the amount of them, but they 
were employed to arrest from these city 
banks a drain which could not fail to em- 
barrass them. I then endeavored to ascer- 
tain the real state of things by separating the 
danger from the alarm, and having done so, 
on the 22d of November, the letter annexed 
was addressed to the branch at New-York, 
suggesting the propriety of increasing its 
loans. 

‘‘From this moment confidence revived, 
and the danger passed. I then thought, and 
still think, that this measure, the increase of 
the loans of the banks, in the face of an ap- 
proaching panic, could alone have averted 
the same consequences, which, ina few days 
afterwards, were operating with such fatal 
effects upon England. I have never doubted 
that the delay of a week would have been of 
infinite injury, and the prompt interposition 
of the bank was the occasion of protecting 
the country from a general calamity.” 

It is very possible that the means taken by 
‘Mr. Biddle were the only ones by which a 
panic could have been prevented; but what 
ought we think of a system by which the 
pecuniary salvation of the country is made to 
depend on one man’s hurrying by night from 
Philadelphia to New-York, to prevail on an- 
other man to accept drafts on New-Orleans 
in place of specie? The establishment of a 
new bank is, in the United States, an event 
of everyday oceurrence: and the business is 
so well understood, that the amount of specie 
required for such a purpose is very trifling. 
What sum was wanted for the use of the 
British army in Canada, is not mentioned ; 
but as the British government must have 
given an equivalent for it, it diminished in 
the same amount, the demand for remittances 
to England. If there had not been the two 
particular demands mentioned by Mr. Biddle, 
there would have been demands for some- 
thing else. 


A SHORT HISTORY 


There is what Mr. John Quincey Adams 
calls, ‘a galvanic sympathy”? between the 
paper-money banks of different countries : 
and it is certainly no small objection to our 
present system that it makes us liable to be 
affected injuriously by every derangement in 
the currency, commercial concerns, or finan- 
cial affairs of Great Britain. So intimate 
and so manifold are the connexions of the 
two countries, that an expansion or contrae- 
tion never takes place in England, without 
being accompanied or followed by an expan- 
sion or contraction in the United States. We 
have, also, expansions and contractions in- 
dependent of those of Great Britain: but 
when the causes of the variations of ban 
medium operate simultaneously in both eoun- 
tries, the effects are very striking. 


The state of confidence between man and 
man, and the state of the currency in some 
parts of the Union, were not such as to ad- 
mit of as great an increase of bank medium 
in the United States as took place in Eng- 
land in 1824 and 1825. The effects of the 
great reaction in 1818-19 were not yet over. 
In Kentucky, society was in a state border- 
ing on anarchy. In Alabama and Tennes- 
see, the paper of the local banks was much 
below par. Ohio, Indiana, Illinois and Mis- 
souri, had not recovered from the effects of 
the relief system. ‘The currencies of Geor- 
gia and North Carolina were very vacillat- 
ing. ‘The city banks of New-York had for 
two years, beginning with the summer of 
1823, been endeavoring to restrict the peity 
banks of their neighborhood, and in so doing 
had limited their own circulation. In New- 
England there was a war between the allied 
banks of Boston and the country banks, 
which caused a great pressure for money in 
the eastern States, in the month of May, or 
at the very time when there was so much 
commercial activity in the southern cities. 
In the interior of Pennsylvania the sheriffs 
had not yet got through the duty of selling 
the estates of those who had been made bank- 
rupt by the operations of the years 1818 and 
1819.* 


* The sheriff of Adams County advertised thirty-three 
estates for sale in the monthof May. The Juniata Gazette, 
on one day of July, contained thirty-two advertisements by 
the sheriff. The sheriff of Fayette, in the month of Jone, 
offered for sale 118 tracts of land, containing 45,000 acres, 
or one-eleventh part of the county. Most of this was the 
property of one person. In the same month the sheriff of 
Bedford offered for sale twenty-three estates, and the sheriff ° 
of Westmoreland, twenty-six. In December, 48 estates, 
containing together 3,342 acres of land, with farm-houses, 
barns, gristmills, and other improvements, belonging to 
thirty-one different persons, were offered for sale by the 
sherittof Berks. 
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“CONVERTIBLE PAPER.” 


Ir is a point very generally assumed by the 
friends of the present banking system, and some- 
times tacitly admitted by some of its opponents, 
that so long as the banks promptly redeem their 
issues on demand, the amount of currency is the 
same as it would be if we had only a metallic me- 
dium, and that prices are consequently the same as 
they would be if our money consisted exclusively 
of gold and silver coin; or, that if they ever differ 
from thisscale, it is only ina slight degree, and for 
a short period. In other words, they assume as a 
fact that the bank notes which then circulate 
merely displace an equal amount of gold and sil- 


ver currency. 
It isa very convenient assumption for them, 


but it is entirely a gratuitous one. Yet it is a 


position of so much importance that its truth ought 
not to be taken for granted. It is certainly as- 
suming a great deal, to assume that two kinds of 
money, so very different from one another as coin 
and paper, will be the same in their volame.— 
They differ both in the cause of their value, and 
in the nature of their value. The value of the 
one is intrinsic, or inherent in its very substance. 
The value of the other is adscititious, being de- 
pendant entirely on an opinion that something 
possessing inherent value can be got in exchange 
for it. Paper money is merely the representative 
of a debt due by the issuer to the holder. Gold 
and silver may be said to represent the labor and 
the capital which have been employed in pro- 
ducing them. The quantity of paper money may 
be suddenly increased or diminished in a-large 
amount. The quantity of gold and silver cannot 
suddenly be either greatly diminished or greatly 
augmented. 

It is, we repeat it, assuming a great deal to 
take for granted that prices are the same when 
the currency consists of “convertible paper,” as 
they would be if the currency consisted exclux 
sively of gold and silver money. It is a position 
which ought to be proved, if it can be proved.— 
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Philadelphia, Wednesday, May 25, 1849, 


No, 24, 
But it never yet has been proved. And we defy 
the friends of the present banking system to prove 
it. 

In 1830, the issues of the banks amounted to 
61 millions of dollars; in 1884 to 94 millions; in 
1835 to 103 millions; in 1836 to 140 millions; 
and in the beginning of 1837 to 149 millions. — 


_During all this time the banks were paying specie. 


In the short period of six years, the circulation 
Was more than doubled. Is it possible to conceive 
that such an augmentation would have taken place 
if our currency had consisted exclusively of gold 
and silver? According to Jacobs, the whole quan- 
tity of the precious metals in the world is equal to 
ten thousand million dollars, According to Galla- 
tin, the mines when most productive yield about 
fifty millions a year. The annual supply is to the 
stock on hand equal to one-half per cent. How 
then would it be possible for gold and silver money 
to fluctuate as “ convertible paper” fluctuates? 

Take again the circulation of the banks in the 
State of New-York, since they resumed specie 
payments. On the Ist of January, 1839, the ag- 
gregate circulation was 21,873,149: in 1840, 
16,372,592: in 1841, 20,588,123: in 1842, 12,- 
100,000. In one year we find the currency in- 
creasing, at the rate of 25 per cent.; and in the 
next decreas:ng at the rate of 40 per cent, Facts 
like these overthrow the very basis of the theory 
of “convertible paper.” 


The notion that the foreign exchanges will reg- 
ulate such paper so as to give it the stability of 
a hard money currency, is altogether fallacious. 
It is necessary, indeed, for the bankers to watch 
the course of foreign exchanges, as otherwise they 
would not know when to save themselves by ruin- 
ing the community. But experience has shown 
that there may be a very great. inflation of the 
currency, and a very small rise in foreign ex- 
changes. 

During the great panic in England in 1825, 
exchanges were steadily in favor of great Britain: 
and during the great expansion which preceded 
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the panic, they were never more than a fraction 
of one per cent. against London, and in favor of 
Paris. 

At New-York and Philadelphia, during the years 
1830, 1834, 1835, and 1836, the foreign exchanges 
were generally in favor of this country, and were 
at no one time more than one per cent. in favor of 
London, taking the true par as the basis of the 
calculation. 

These facts show conclusively that there may 
be an enormous inflation of a “convertible pa- 
per” currency, which will evince itself neither 
by a premium in specie, nor by a permanently 
high rate of foreign exchanges, but simply by a 
rise in the price of commodities. 


BANK CURRENCY. 


“The currency of a country,” says Mr. Galla- 
tin, “ is the common standard by which the value of 
all the other commodities is estimated, and every 
coutract is performed. Whatever commodity or 
species of paper may by law or general consent, 
be universally received in any country in exchange 
of every other commodity, and in payment of all 
debts, is the circulating medium of the country.” 

Bank notes constitute our standard and currency, 
and this is true whether the banks sustain or sus- 
pend specie payments. In either case, gold and 
silver coin are with us mere merchandize, or at 
best but a subsidiary currency. They are used 
only in retail transactions, for occasional payment 
of bank balances, and for payment of balances to 
foreign nations. 

It ought not to be so; but it ts so. The banks 
by their issues determine the prices of all com- 
modities, and among others of the precious metals. 
We buy gold and silver with bank notes, just as 
we buy copper and iron. 

So long as the banks pay specie, they keep two 
commodities, namely, gold and silver at fixed rates 
as compared with paper money, but cause all other 
commodities to fluctuate in price to a most ruinous 
extent. When the banks suspend, they cause 
gold and silver to fluctuate in paper currency 
price more than any other articles of traffic. 

It is sometimes argued that when the banks 
suspend specie payments, they cause an immediate 
loss to the community equal to the premium which 
is then demanded for specie, or, if you will, the 
discount on bank notes as estimated in specie; so 
that, if the paper in circulation amounts to one 
hundred million dollars, and the discount on bank 
paper is ten per cent., the loss to the community 
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is equal to ten millions of dollars. This is not 
true. Banks, by suspending specie payments, do 
immense evil, butnot in this way. It is generally 
found immediately after a suspension of specie 
payments, that most commodities can be purchased 
with bank paper as advantageously as they could 
before. Goldsmiths, silversmiths, and others 
whose business or inclination induces them to pur- 
chase specie, lose immediately by bank suspen- 
sions, but notthe community generally. Thesuf- 
ferings of the community come afterwards, and in 
another way. 

There isa particular relationship between bank 
paper and specie ; but bank paper, in even the best 
of times, cannot, with propriety, be said to be 
founded on specie, nor will specie payments by the 
banks give to their paper that stability of value 
which every currency ought to possess. The pa- 
per currency of Great Britain may be said to be 
founded on wheut, or corn, as the English call it, 
and that of the United States on cotton, rather than 
on specie, The extent to which the banks of 
Great Britain can, in ordinary times, expand, de- 
pends on what that country has to buy abroad.— 
The extent to which the banks of the United 
States can expand, depends on the amount which 
we are able to sel/ abroad, added to-the amount 
which we are able to borrow abroad. 

_ A bad harvest in England, by compelling the 
English to send gold to the continent to buy corn, 
always causes their paper money banks to eon- 
tract their circulation. A good harvest, on the 
contrary, enables them to expand. Thusit is the 
state of their corn crop that primarily regulates 
the issues of their banks. 

Soin the United States, the extent to which 
the banks can expand, depends on the amount we 
can sell abroad, added to the amount we can run 
in debt abroad. Suppose, for example, the value 
of our exports be suddenly doubled or trebled in 
the foreign markets to which they are sent. Then 
what in ordinary times yields us but one hundred 
million dollars, would yield two or three hundred 
millions. Itis plain thatin such a state of things, 
exchanges would be greatly in our favor, and that 
the banks could fora time increase their issues 
enormously, and raise prices accordingly. It is 
equally plain that the same effect wil] be produced, 
if we can run in debt abroad to the amount of one 
or two hundred millions. Under such circum- 
stances, though prices may be very high and im- 
ports enormous, there will be little or no demand 
for specie for exportation, because our credits 
abroad will satisfy all demands against us. 


Original from 


NN We R. SI TY 





vat 


+ 


JOURNAL OF BANKING. 


_ What is here supposed to occur, is what actually 
did occur between 1830 and 1836. Cotton, which 
was, according tothe Treasury Reports, of the 
average value of only 94 cents a pound, in 1831, 
continued to advance, notwithstanding a great in- 
crease in the production of the article, till 1836, 
when it reached the price of 164 cents. Accord- 
ing to the same Reports, the value of the cotton 
exported, which was in 1831 less than 26 million 
dollars, increased in 1832 to 32 millions; in 1833, 
to 35 millions; in 1834, to 50 millions; in 1835, to 
62 millions; and in 1836, to68 milions. This, of 
course, afforded our banks an ample fund of foreign 
exchanges, which was further increased by the 
sale of stocks in Europe, and the open credits then 
granted to American houses, : 

If we look into the condition of things on the 
other side of the Atlantic, we find that a succes- 
sion of good harvests in England, enabled the 
banks there greatly to increase their issues, thus 
raising the price of our cotton, and causing an ex- 
tension of the credit system in all its forms. 

These truths show that there may be an enor- 
mous inflation of a “ convertible paper” currency, 
which will evince itself neither in a premium on 
specie, nor a rise in the rate of foreign exchanges, 
but simply in the advanced price of commodities. 

In sober truth, specie plays a very inferior part 
in our bank currency system. It comes in as only 
a secondary regulator, and does not begin to act 
on the mass of the paper currency till the mis- 
chief is done,—that is, til] the expansion has pro; 
ceeded so far as to involve the whole community 
in the wildest schemes of speculation. 

By paying specie, the banks do indeed fix the 
money rate of foreign bills of exchange, so that 
the premium cannot, in ordinary eircumstances, 
and for any length of time, exceed the cost of 
transporting specie from one country to another, 
including in that cost, freight, interest, insurance, 
and charges of every description. We accord- 
ingly find that fora series of years, embracing 
periods of both expansions and contractions, the 
whole extent of fluctuation in the rate of ex- 
change between London and Paris, did not exceed 
1} per cent. This includes both discount and 
premium. 

Regulating, in this way, the money rate of for- 
eign bills of exchange is, however, a very differ- 
ent thing from regulating a mixed currency in 
such a way that the total amount shall be exactly 
and constantly equa! to the gold and silver which 
would @irculate if there were no paper issues.— 


This the banks cannot do by the simple act of pay- . 
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ing specie for their notes. The necessity of pay- 
ing specie does, indeed, fix a limit on their issues; — 
but this limit varies with every change that occurs 
in the commercial world, and in the state of pub- 
lic credit. Under certain circumstances, our 
banks may issue paper to the amount of one hun- 
dred and fifty millions, and yet continue to pay 
specie. Under other circumstances, they may 
find it difficult to sustain specie payments, though 
the paper in circulation may be reduced to one 
hundred, or even seventy-five millions. 

It is a beautiful system, truly: and one well 
worthy of the support of the sages and patriots of 
America. 


TOBACCO MONEY. 


We are indebted to the Petersburg Statesman 
for the following extract froman old author, giving 
an account of a conimercial medium which was in 
use in Virginia about the year 1779. 


The principal trade of Petersburg arises from 
the exporting of tobacco, deposited in warehouses 
and magazines; but before it is lodged in these 
warehouses, it is examined, to confirm it in a pro- 
per state for exportation, by inspectors, who prove 
the quality of the tobacco; and if found good, they 
give the planter a receipt for such a quantity, and 
these receipts pass current as cash : thus, any one 
depositing tobacco in these warehouses, and ob- 
taining a receipt, may go to Williamsburg, or any” 
other city in the province, and purchase any kind 
of commodities, paying with receipts, which cir- 
culate through a multitude of hands before they 
come to the merchant who purchases the tobacco 
for exportation: thus this valuable commodity is 
equally bank stock and current coin; and the in- 
habitants in describing the prices of their differ- 
ent purchases, instead of saying, “I gave so many 
pounds (sterling) for such an article,’ say, ‘I gave 
so many hogsheads of tobacco.’ 


We regard these certificates as far superior to 
the paper money now in use. ‘There was no de- 
ception inthem. They were representatives of a 
commodity having intrinsic value. They were 
bona fide bills of exchange, redeemable not in gold 
or silver, but in another commodity having inhe- 
rent value. And every man who had one of these 
certificates, knew in what manner it was ulti- 
mately to be redeemed, and that there was a sufli- 
cient fund provided for its redemption. The lan- 
guage in use,—‘*] gave so many hogsheads of to- 
bacco for such an article,” shows that the charac- 
ter of the medium was understood by those who 
used it. It did not, like our present medium, ut- 
terly destroy, in many minds, the distinction be- 
tween cash and credit, promise and payment, 
metal and paper. “az | 
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BIDDLE ON BANKING. 


In the latter part of the present number, pages 
379 and 380, will be found a very \ucid exposition 
from the pen of Mr. Nicholas Biddle, of the effect 
which bank .expansions and bank contractions, 
have on prices, and also on the export and imports 
of commodities in general, and of specie in par- 
ticular. 

One passage in this essay struck us with par- 
ticular force when we Jast read it. It is the fol- 
lowing :— 
if a bank lends its money on mortgages, or 
stocks—for long terms, and to persons careless of 

rotests, it incurs this great risk, that, on the one 
nd, its notes are payable on demand, while on 
the other, its debts cannot be called in without 
great delay—a delay fatal to its credit and char- 
acter. . : * * A well 
managed bank’has its funds mainly in short loans 
to persons in business,—the result of business 
transactions—payable on a day named.” 

Mr. Biddle has the merit of having stated the 
truth on this point with .great clearness, and of 
having illustrated it, by acting in direct erponis 
to it. This was the necessary effect of his con- 
nection with stock jobbers and politicians. 





From the Petersburg ( Va.) Statesman. 


BANK PAPER ‘MONEY. 
ITS UNCONSTITUTIONALITY. 


The United States Constitution provides that 
no State shall “coin money.” ‘Can then a State 
“which is prohibited from coining gold and silver 
money, establish corporations with authority to 
make promises equivalent to money ! 

The U. 8. Constitution provides that no State 
shall emit bills of credit. Can then any State es- 
tablish a corporation with power ‘to issue bills of 
credit? Can a State borrow such bills? And if 
the notes of banks are not bills of credit, pray what 
are they? 

Judge Story says, that “The bills of credit of 
Connecticut, passed before the Revolution, were 
of the same general character and operation.” — 
The act of 24th George II, uses language, that 
shows “ bills of credit” to be a phrase constantly 
used and understood as equivalent to paper money, 
Judge Stery states, that “to emit bills of credit, 
conveys to the mind the idea of issuing paper, in- 
tended to circulate through the community, for its 
ordinary purposes, as money, which paper is re- 
deemable at a future day.” 

Judge Kent, in his Commentaries, defines a 
State bill of credit to be paper issued by a State 
Government, and intended to circulate through 
the country for its ordinary purposes, as money re- 
deemable at a future day. 

Again—the U. 8S. Constitution provides, that 
no State shall make any thing but gold or silver 
coin a tender in payment of debts. 

Then can a State rightfully establish banks 
with power to issue paper money—to banish the 
specie from the State, or lock it up in the vaults 
of the bank? Shall the U. S. Constitution com- 
pel every man, when required, to tender gold or 


me . i if hh 
digitized by | 


silver coin in payment of his debts, and yet the 
State have authority, by means of banks, to expel 
or lock up all'the gold and silver coin? Do not 
the banks, in practice, by the issue of their money, 
render impracticable the tender of specie? 

Is net then this clause of the United States’ 
Constitution (the supreme law of the land) ren- 
dered null and void by bank paper? Can banks 
be constitutional or expedient when their inevita- 
ble operation is to repeal a clause in the United 
States Constitution ! 


* * * * r * 


Should a State undertake to coin gold and sil- 
ver, the whole world would admit that that was un- 
constitutional. Suppose, then, instead of cone 
gold and silver, the States should coin pewter, 

y statute give it the value of money; passing 
the pewter for silver and gold; is it conceivable 
that this proceeding would not be contrary to the 
United States Constitution? In other words, 
would the coining by a State of gold and silver 
money be unconstitutional, and yet the absolute 
counterfeiting of the coin of the Union be con- 
stitutional? Is making good money by a State 
a crime, and uttering counterfeit money no of- 
fence! 

But, if the coining of pewter be incompatible 
with the constitution, how can the substitution of 
paper be compatible with it? Who will deny that 
a large portion of the paper currency of the United 
States is of as little value as pewter coin? Wh 
is it that a State may give statutory value to a bit 
of stamped paper, and not to a bit of pewter? | 

The U.S. Constitution gives to Congress the 
exclusive power to coin money; the State banks 
issue paper money and banish the coin. Is it con- 
ceivable that the wise men who framed the con- 
stitution could have intended to give Congress an 
exclusive power, and yet clothe them with no re- 
Ynedial measure of securing that exclusiveness!— 
Did they mean to give to one Congress the sole 
power of coining monef, and yet invest that body 
with no power to prevent twenty-six several States 
from indirectly usurping and absolutely defeating 
the power? 





From the Charleston Mercury. 
SPECIE AS CURRENCY. 


The old Merchants of Charleston speak with 
enthusiasm of the noble trade of this city thirty 
and forty years ago—before the establishment of 
the bank dynasty in the country—when we hada 
direct trade with many nations— when payments 
were made mostly in gold and silver—when the 
Merchants themselves poured their surplus re- 
sources into each others’ hands with the freedom 
and confidence of brothers—when bad faith was 
as little suspected as it was rarely practiced.— 
Those who have dealt with the Merchants of Cuba 
give the same account of the prompt payments, 
confiding trust, and sterling honesty that charac- 
terise the course of business there. The curious 
science of checks and balances—stately rows of 
books “by double and single entry”—tpat vast 
complicate web spun about the circle of business 
to prevent sharpers from preying on each other, is 
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little known in those regions, where men buy only 
what they.can pay for, and are careful to pay for 
what they buy. 

Tn the system under which we now live our 
currency is a vast debt of the banks—our capital 
a still greater debt to the banks—our retail trade 
another to wholesale capital—our meat, drink, 
and clothes, a debt to the retail trade. We are 
wound up, intercogged and hooked in by a system 
of debt and credit, overlaced, underlaced, network, 
crosswork, binders, braces, and all conceivable 
sorts of intertwistifications, till we resemble very 
much one of those bewildering mazes of machin- 
ery that have grown up under the crazy dream of 
making “ perpetual motion”—and with much the 
same object and success, too—for eur whole sys- 
tem is founded on the universal desire to live and 


' get rich without capital, without economy, and 


without toil—and the result, as in the case of the 
said perpetual motion, is that when we are just 
on the point of bringing our scheme to perfection, 
it is sure to stop with a crash, and the whole to 
tumble about our ears, A crazy chemist in one 
of Boz’s whimsical tales, complaining of the same 
malice of fate, says “the Philosopher’s Stone 
would have been discovered a thousand times, if 
it had not been for the remarkable fact that the 


_ erucible is sure to blow up just at the very mo- 


ment when the grand result was about to be real- 
ized.” Our system is such that if a single wheel 
break, the whole stops, or rushes off in a terrible 
rattle and crash—the protest of a note may set 
the whole world in an uproar—the bankruptcy of 
a broker may produce all the dismay and confusion 
of an earthquake. In our states of “high pros- 

rity,” we have been compared to an inflated 
fatlons—etick a pin in it and the whole goes off in 
a whizz and a crack and a sputter, leaving nothin 
but emptiness and collapse, in place of the round, 
elastic air-ship that could shoot into the clouds and 
outstrip the bird of Jove. 


———_—— 


EXTRACTS FROM THE PRIVATE DIARY 
OF A CERTAIN BANK DIRECTOR. 


No. XII. 


Friday. Hearing that a certain Loco Foco 
was going tomake a demand on our bank for spe- 
cie, I determined to be equal with him: and, bor- 
rowing a hint from Charles O’ Malley, had a quan- 
tity of coin heated red hot. When Loco made 
his appearance, Teller asked him very politely 
“would he have gold or silver, American or for- 


eign?” ‘American gold, if you please,” said Loco, - 


Teller accordingly shovelled it out to him. ‘How 
beautiful it looks,” said Loco, but the sensation 
he received on touching the first half-eagle was 
such as I hoped would cure him of his hard money 
fever then and forever. I saw the whole transac- 
tion, peeping from behind a screen in one corner 
of the bank, and was near bursting with laugh- 
ter. 

Loco remonstrated with Teller in such terms 
that I deemed it prudent to step forward. Told 
Loco rag we had literally complied with the pro- 
visions of the law. Congress had not said what 
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Renapereten the coin should bear, in order to make 
ita legal tender, and we had a right to pay it out 
hot or cold as we saw best. But pees he would 
aed American silver, or may be foreign gold? 

ither was ready for him, and we were anxious to 
oblige the public in every way in our power.— 
Loco thanked me: stepped out of the bank, and 
in a few minutes returned with a coal scuttle, in 
which he carried off his American gold in tri- 


umph. 

These Locos, these Locos! There is no com- 
ing over them, any how. 

Saturday. Had the pleasure of being present 
to-day ata conversation between McThwackem, 
and a noted Loco. How Mac did put it into him! 
“Your leading men,” said he, “ your Calhouns, 
your Bentons, and others, are, I admit, sensible 
enough on most questions ; but on the subject of 
hard money they are downright mono-maniacs.— 
Not that I would be understood to say that they are 
wrong in the abstract. 1 have always said that it 
would have been better if paper money had never 
been introduced. But we must conform to cir- 
cumstances ; and in the present degenerate state 
of society, the old Adam will show itself, and we 
must have some chimneys to let off the smoke of 
human corruption. In certain countries in which 
there ure no paper money bankers, there are ban- 
ditti, and who knows but we should have them in 
the United States, if our present banks were abol- 
ished? In a debate in the British Parliament on 
this subject, some of the Lords explicitly asserted 
that the decrease of highway robbery in England 
was owing to the establishment of paper money 
banks: and Thomas Moore, the celebrated poet, 
deemed the opinion of so much importance, that 
he has embalmed it in verse.— 


“** Much grave apprehension expressed by the Peers, 
Lest—calling to life the old Peachums and Lockitts— 

The large stock of gold we're to have in three years, 
Should all find its way into highwaymens’ pockets !"* 


* Now I ask, which is worst, to suffer what the 
community suffer at present from paper mone 
banking, or to have the Directors of many of 
banks formed into banditti, with their Presidents 
at the head of each troop, acting as captains over 
them, infesting the highways between the princi- 
pal cities, robbing and perhaps doing personal vio- 
lence to travellers, and carrying off women to the 
mountains? Take my word, my friend, it is far 
better to endure the ills we suffer than fly to those 
we know not of.” 

Loco replied that for his part he would prefer 
the bandits to the bankers. Against the wiles of 
the former, he might be able to guard; against 
those of the latter, there was no protection.” I 
admit,” said he, the high personal respectability 
and excellent moral character of many of thei 
as men, but the system which they work under is 
so evil in its very nature that the highest intelli- 
gence and the staunchest integrity in those that 
manage it, cannot prevent its being pestiferous to 
society. 


* “Another objection to a metallic currency was that it 
produced a greater number of highway ro ebale in 
the Lords. 
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“Reverend Sir,” said Loco, addressing Dr. paper money prosperity as this . Acartman 
McThwackem in the most respectful manner,— charges one hundred paper for hauling a 
“Reverend Sir, permit me to call your attention oad within the corporation; wheat is st at 
to a volume entitled, “An Inquiry into the Prin- $190 to $200 per fanega, (about 34 s) and 
ciples of the Policy of the Government of the bran $120 for the same quantity. e of 
United States,” written about the year 1811, but water from the river to the heart of the - 
not published till the year 1814. The author, distance of a few hundred yards—is 
John Taylor, of Caroline County, Virginia, was a 50 per load. Tomatoes sell for leach. — 
soldier of the revolution, a farmer, a lawyer, and ish doubloons are worth $296. If this is mot a 
a Senator of the United States. Of all Ameri- place where paper money patriots can flourish, 
can writers on the philosophy of politics, he is the the history of the world never afforded one. For 
deepest. Hetreatsatlargeof paper money bank- the last five hundred years there has not bes 
ing, arid in my opinion expresses the exact truth suchachance. Shipping Company 
when he declares that “A nation exposed toa par- would pass currently, Railroad and Union 4 
oxysm of conquering rag las infinitely the ad- be at a large premium, and Blue Blacks, Plan 
vantage of one subjected to this aristocratica] sys- and Agricultural would be considered « 












tem. One is local and temporary: the other is jewels,—Free Trader. o 
spread by law, and is perpetual. One is an open 5 ee — 

bber, who warns you to defend If: th : 
robber, w arns you to yourse e GEORGIA. 


other a sly thief, who empties your pockets under - 
pretext of paying your debts. One isa pestilence ~~ [pn Sumpter county, the 1s of the Geeu aa 






deally _ ae ns itself: the other isa climate peen stolen and borned the Deputy r 
° d rt Sheriff forei- 
“After an invasion, suspended rights may be Ay etentgat es of property oy ae 
resumed, ruined cities rebuilt, and past cruelties Ak qt ee Pe el 
forgotten: but in the oppression of the aristocracy ae . ople,” says Teh vee 8 a 
of paper and patronage, there is no respite, So Taneuee dy some nae Mar ae Wrondnen | or. 
long as there is any thing to get, it cannot be glut- caeibl, yaar — iy wees determined to. are 
ted with wealth. So long as there is any thing Pay © ' . “ed aa that'é wg 
to fear, it cannot be glutted with power. Other YC’ ® vik. oe P te brity a 
tyrants die: this is immortal.” ohare "| ~ i = bale a most 
What surprised me was, that McThwackem bid. di nave Se = or eccc. Line et A tna 
made no reply to this silly farrago of Loco. He, . Ni fe ” mrs A mart se Goa " 
however, gave a shrug with his shoulders, which h : locked eee like—his foaenenea 
shrug spoke volumes: and would have been a suffi- m4 onnks oe St hist ae, nd thndene 
eecanioee ” j # She tatter nad: railed on that the man who dared to bid should be wel? » 
; bed. The man was a stranger tome. T was in- 
terested in the Sheriff’s sale, but felt that if I bid, ‘ 
it would be at the peril of my life. Some eight 















BUBBLE BLOWING. or ten stood round as spokesmen, and as the Sheriff 
BY THOMAS MOORE. would offer an article of property for sale, they 

Come with me, and we will blow would say ‘tno bid.” So that oyt of an adver- 

Lots of bubbles, as we go; tisement of two or three columns in @ newspaper, a 

’ Bubbles, bright as ever ope the Sheriff sold but two tracts of one f 

Drew from fancv—or from soap; five collars and the other for filty, which was per- 

Bright as e’er the South Sea sent mitted, as it was only to perfect titles” i ae 

From its frothy element! Such are the consequences of involving people 

Come with me, and we will blow in debt, through the paper money system. Me 

Lots of bubbles, as we go. 

* * * * X* 

Puff the bubbles high in air, MICHIGAN. ; 

Poff them well to keep them there. In August, it is said, about two million aeres of 

Sat a rne ne | nou Se oa 

Now, like some great water spout, ing upon the holders of a five million loan of this 

Scattered by oe a s sree, State to return $2,657,039 76 of its bonds, that 

Burst ye bubbles, all asunder. being the amount cf damages sustained from the 


sales of the sete parties with which the 
oan was negociated; or to return the whole 
BUENOS AYRES. amount, and Reelin new bonds for the ce 

Buenos Ayres offers, at this time, the rarest $2,342,960 24—in which case they shall] receive 
inducements for emigrating financiers of any in payment, at their option, and the Lo 

Jace on the map of the world. Indeed, we doubt the Legislature, any portion of the publie 
whether, since the days of the South Sea Bubble, at cost or a fair valuation, or a portion of the } 
or John Law’s Mississippi scheme, any place has ic domain ceded by the General Go 
enjuyed so near the perfection of banking and Michigan. 
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TENNESSEE. 

The SRices of the Circuit and County Court 
Clerks of McMinn County, in this State, were 
entered on the 8th of May, und all the books and 
papers belonging to the Circuit Court were 
burned. 





PENNSYLVANIA. 

The history of paper-money banking is, from be- 
gioning to end, nothing but a history of folly and 
wickedness; but there is nothing in it which, for 
downright stupidity, equals our late resumption, 
movement in Pennsylvania. After a covenant 
had been made with the banks, allowing them to 
violate with impunity all their obligations, they 
were suddenly called on to resume specie pay-. 
ments, without allowing them time even to settle 
the balances due by one to another. ‘The conse- 
que is that some have resumed, and some have 
not resumed; and loss which the citizens of 
the State have in various ways sustained through 
the legislation of the last session, cannnot be esti- 
mated at less than five million dollars. 

The Legislature meet again in June, and then 
if the people escape with a loss of ten millions, 
they may think themselves happy. The State is 
in reality bankrupt, but neither the Governor nor 
the Legislature seem to be aware of the fact; and 
the ways and means thev resort to, are such as 
have a tendency to increase the difficulties of both 
the State and the people. | 

Is this owing to simple stupidity? Some think 
not, and affirm that it is owing to stupidity on the 
part of some of the actors, and wickedness on the 
part of others. Our internal improvement sys- 
tem seenis to be almost as corrupt and corrupting 
as our banking system. The jobbing and the 
favoritism it gives rise to, and the manner in which 
it increases Executive influence, make some 
Pennsylvanians almost regret that rail roads and 
canals were ever invented: 

It is to this jobbing interest, it is said, that we 
owe the resumption movement, which was in- 
tended, not in reality to bring about a resump- 
tion of specie payments, but to coerce the banks 
into the issue of another batch of relief notes for 
the benefit of the jobbers. Ifso,there was wick- 
edness as well as stupidity in the movement, and 
the manner in which it has reacted on those most 
deeply concerned in it, is hardly to be regretted. 

But for the condition of things in Pennsylvania, 
we might hope for a speedy restoration of at least 
an appearance of prosperity throughout the coun- 
try. But Pee the Keystone State.— 
Its fiscal and monetary‘affairs are in a deplorable 
Condition, and the Legislature holds two sessions 

_& year to make them worse. 





KENTUCKY. 

In this State, the effects of the bank revulsion 
appear to be very sensibly felt. The inhabitants 
of Bedford County, assembled in public meeting, 
declare that “the people of this county and com- 
mon wealth, are now laboring under great pecuni- 
ary embarrassment, such as the oldest citizens 
have never before witnessed.” The inhabitants of 
Owen County, say “ that the ecuniary condition 
of the country requires immediate legislative in- 
tercession to preserve from utter ruin thousands of 


a 
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meritorious and worthy and honest citizens.”— 
Other county meetings have made similar declara- 
tions. 

The sufferers propose that relief shal] be afforded 
by the establishment of a Citizens’ Bank with 
branches! ‘They seem to forget that the Govern- 
ment of Kentucky has sunk all its capital and all 
its’ credit in unproductive rail-roads.and canals, 
and in the stock of the present chartered banks. 


THE FOREIGN NEWS. 

Distress still continues in the manufacturing 
districts ;, but the reduction of the rate of interest 
by the Bank of England has had its nsual effect 
on the money market. It is with difficulty, it is 
said, that investments can be made in London at 
24 per cent. per annum. 

This plentifulness of currency in England may 
lead to some expansion on the part of the banks of 
New York and New England, and afford the 
banks in the other States, considerable aid in re- 
suming and sustaining specie payments. 

The low rate of interest in London, may sur- 
prise many of our readers, [t is owing, in part, 
to the extensive use there made of business notes, 
not as money, in the strict sense of the term, but 
as a commercial medium. They pass from hand 
to hand, not by simple transfer, but by endorse- 
ment. Every transter that is made, gives an ad- 
ditional guarantee that the note will ultimatel 
be paid. Thus the security they afford is ree 
better than that of our bank notes. And as they 
serve at the same time as an investment, anda 
commercial medium, the desire of many to possess 
them, is greater than the desire to possess money. 

Our own merchants, if they did but know it, 
might, out of their own business paper, create a 
circulating medium which would be much better 
in large transactions than bank notes, Thereby 
they would save nearly the whole amount of in- 
terest they now pay to the banks, 

An old established bank at Leith, in Scotland, 
has stopped payment. 


BANK FAILURES. 
The Bank of Lewis County, New-York, is bro- 








> 


ken. Its notes are at 25 per ct. discount. The - 


Farmers’ Bank at Amsterdam, N. Y., has also 
stopped payment. 

n a former number, we mentioned the failure 
of the Bank of Columbus, Georgia. A committee 
of citizens of that place, “after a thorough and 
patient investigation of the affairs of the bank, 
item by item, debt by debt, and liability by liabili- 
ty, feel authorized to express their unequivocal 
belief that the bank has undoubted means to pay,” 
and, as they believe, “ within the next twelve 
months, every debt against her: and that after the 
payment of every liability, the stock will be worth 
at least 874 per cent. on the dollar.” 





BANK DEFAULTS. 

Levis, the ex-cashier of the Schuylkill Bank, 
is at present in Philadelphia; and as all legal re- 
straints on him as a witness have been removed, 
it is expected that he will make some interesting 
disclosures. 

According toan article in one of the daily papers, 
Levis was a mere agent of the Schuylkill 
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in the issue of the spurious stock of the Bank of 
Kentucky. When the Philadelphia banks re- 
solved, in June 1833, to resume specie payments 
on the 13th of August following, the Schuylkill 
Bank was deeply in debt to the others. As * fail- 
ure or financiering was the alternative, a sug- 
ion was made for raising $150,000 in New- 
ork, on a pledge of Kentucky Bauk stock at four 
months. Accordingly, an over issue was made in 
July, 1838, upon which were obtained $100,000. 
This process was continued till the debt to the 
other banks was reduced from $500,000 to about 
$120,000, all of which was due tothe Bank of the 
United States, which agreed to give time for col- 
lecting the amount from the debtors of the Schuy!- 
kill Bank. At this time it was believed, in the 
Schuylkill Bank, that the United States Bank, and 
some of the other large banks intended to extend 
their issues, and that the result would be an abun- 
danceofmoney. But as these banks were obliged 
to curtail instead of extending, and as the United 
States Bank pressed the Schuylkill Bank for its 
balance, the latter ‘ felt the necessity’ of issuing 
more stock of the Kentucky Bank.” 

There is nothing incredible in this story.— 
“Skin forskin,” saith Satan, “all that a man hath 
will he give for his life ;” and we must expect a 
bank to give as much to preserve its existence. — 
There is a President, a Cashier, and twelve Di- 
rectors, and the responsibility when divided among 
them becomes so small, that it is to each as no- 
thing. And then, some of the parties concerned, 
need know nothing about it: or if they do know, 
they need not appear to know. &c., &c. 

But while certain persons were doing so much 
for the Schuylkill Bank, did they do nothing for 
themselves? The receipts Levis has to show, do 
not appear to amount in all to more than 500,000 
dollars, while the losses which the Bank of Ken- 
tucky has sustained through its Philadelphia agen- 
cy, are said to be in the aggregate, $1,300,000. 
What went with the rest of the money! 


Farrington, the late President of the Gallipolis 
Bink, has been sentenced to six years imprison- 
ment in the Ohio Penitentiary. 

‘We are informed,” says the Indiana State 
Sentinel, “that R. A. Mullikin, late cashier of the 
Lafayette branch of the State Bank of Indiana, is 
a defaulter to the amount of one thousand dollars. 
The Branch, it is said, has no remedy upon his se- 
curities; as he got his official bond in some way 
from the President of the branch, and has gone 
to parts unknown.” 


The cashier of one of the branches of the 
Planters’ Bank of Tennessee, is said to be a de- 
faulter to the amount of 20,000 dollars. 


“We are informed,” says the New-Orleans Ad- 
vertiser, “that the Branch Bank of Louisiana, at 
St. Francisville, has been robbed of some eighty 
thousand dollars or more. The cashier, it seems, 
allowed persons to overdraw: at least, so goes the 
story. He has been dismissed, it is said, from the 
employ of the Branch,” 
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While the country was in this condition, it - 
was impossible for banks maintaining specie 


payments to make any great addition to their 
issues. In point of fact, the actual increase 
of bank currency in 1824 and 1825, appears 
not to have been very great: but the state of 
affairs was not such as to admit of any in- 
crease of credit dealings, without jeoparding 
a great variety of interests. It was owing to 
this, that, though the expansion was such as 
might under other circumstances have been 
regarded as inconsiderable, the effects of the 
necessary reaction were felt through the 
greater part of the year 1826, in a general 
dulness of business. In the southern States, 
the consequences were most trying, as the 
high price of cotton had led to an over exten- 
sion of the culture of that article, and as the 
planters, encouraged by the demand for their 
staple, had plunged themselves in debt to 
support a splendid style of living. ‘The man- 
ufacturers of cotton were, also, great suffer- 
ers. Cotton cloth which it cost 18 cents a 
yard to import in 1825, was imported in the 
spring of 1826, at13 cents. It was said that 
of four thousand weavers employed in Phila- 
delphia in 1825, not more than one thousand 
had employment in May 1826. 

_ It must be admitted, however, that the re- 
action was attended with one good effect, and 
that was, in checking the operations of the 
New-York speculators. Unaffected by all 
the disasters which the community were suf- 
fering, they made application to the Legisla- 
ture, at the session commencing in January, 
1826, for charters for (wenty-seven new banks 
in the city of New-York, with nominal capi- 
tals of 22,500,000 dollars; for thirty-seven 
new banks in the other parts of the State, with 
nominal capitals of 13,250,000 dollars ; for 
twenty-six other joint stock companies in the 
city of New-York, with capitals of 14,350,- 
000 ; and for thirty-three in other parts of the 
State, with capitals of 5,437,000 dollars, 
making in all 123 banking and other joint 
stock companies, with nominal capitals of the 
amount of 55,537,000 dollars. ‘The Legis- 
lature having at its previous session incorpo- 
rated twenty-two banks and loan offices, and 
twenty-six insurance companies, prudently 
refused to extend the system any further for 
the present. 

The wisdom of this course soon became 
manifest. In April, 1826, the Marble Man- 
ufacturing Company, a newly instituted, 
bond-issuing concern, became bankrupt.— 
This was followed in July by the bankruptey 
of the Dundaff and New Hope Banks of 
Pennsylvania, the Jersey City Bank, and 
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Patterson Bank of New-Jersey; the Green 
County Bank of New-York, the United 
States Lombard, the Franklin Manufacturing 
Company, the Hudson Insurance Company, 
and the New-York Life Insurance Company; 
these were again followed, in August and 
September, by the bankruptcies of the New- 
York Mount Hope Loan, the Sun Fire In- 
surance, the Greenwich Insurance, and the 
Protection Fire Insurance Company. 

When an injunction was issued in the case 
of the Tradesmen’s Bank, a run commenced 
on all the banks of the city of New-York, 
It is probable that if they had been exposed 
to such a run twelve months sooner, ne 
disastrous consequences would have ensued. 
But by this time the foreign demand for spe- 
cie had abated. ‘The exports of gold and sil- 
ver from the port of Philadelphia in the 
months of June and July were only 500,501 
dollars, against 2,136,151 in the correspond- 
ing months of 1825. Credit dealings having 
been diminished, and the amount of specie 
in the country having been increased, the 
New-York City banks were enabled to save 
themselves, and thereby to save all the banks 
from Maine to Louisiana; fora stoppage of 
payment by them, would have produced a 
run on all the banks in the Union. 

The bankruptcy of some of the New-York 
moneyed corporations, revealed secrets to the 
public which led to a legal investigation, and 
as it is always the practice of the world to 
punish unsuccessful villainy, some of the 
concerned were severely dealt with. Pre- 
vious to passing sentence on them, Judge 
Edwards made the following observations : 
‘* During the trials which have taken place at 
the present term of this court, we have wit- 
nessed displays of depravity on the part of 
the agents of moneyed institutions of the 
most appalling nature. As commonas crimes 
are in all great cities, yet this community was 
not prepared to expect from the class of so- 
ciety to which the perpetrators of these crimes 
belonged, a burst of such iniquity. Their 
offences have been characterized by breaches 
of official and personal confidence; by a 
course of misrepresentation and deception 
systematically pursued, and by injurious and 
crafty devices which no ordinary prudence 
could guard against. Nor was this all.— 
Among the actors in those scenes were some 
of the principal agents in the management of 
moneyed institutions, and they have been 
found actually combining and conspiring to- 
gether for the accomplishment of their nefa- 
rious purposes. — 

‘From combinations of men of so much 
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talent, availing themselves of their high 
standing, it is not surprising that they should 
have swept society with the besom of de- 
struction. When crimes of such character, 
attended with such destructive consequences, 
abound, it behooves the tribunals of justice to 
gather themselves up to meet the occasion, 
and to extend, as far as in them lies, the pro- 
tecting arm of the law.” 

The court sentenced two of the persons 
who were convicted to imprisonment for two 
years, and two others for one year. 

A writer in a New-Hampshire paper says, 
after briefly relating these facts—** In some 
of the other States, justice has too long slum- 
bered. ‘The guilty have escaped with impu- 
nity, but the innocent and unsuspecting have 
been plundered without redress.” | 





CHARTER XX. 
Of Banking from 1826-27 to 1828-29. 


Mr. Joun F. Watson, the cashier of the 
Bank of Germantown, in his ‘Annals of 
Philadelphia,” gives the following testimony 
of an ancient lady, respecting the manner in 
which commercial affairs were conducted pre- 
vious to the revolutionary war. ‘If a citi- 
zen failed in business it was a cause of ge- 
neral and deep regret. Every man who met 
his neighbor spoke of his chagrin. It was a 
rare occurrence, because honesty and tempe- 
rance in trade were then universal.” 

In another part of his book, Mr. Watson 
speaks of the changes which have in this re- 
spect taken place, within his own short period 
of observation. ‘“* When I was a boy,” he 
says, ** as none got suddenly rich by monopo- 
lies, they went through their whole lives 
gradually but surely augmenting their estates, 
without the least fear of misfortune or bank- 
ruptcy. Whenitdid rarely occur, such was 
the surprise and general sympathy of the 
public, that citizens saluted each other with 
sad faces, and made their regrets and condo- 
lence a matterof commonconcern. Anaged 
person has told me, that, when the proprie- 
tor of that large house, formerly the post- 
office (now the National Hotel) at the corner 
of Chestnut street and Carpenter’s Court, 
suddenly failed in business, the whole house 
was closely shut up for one week, as an em- 
blem of the deepest family mourning, and all 
who passed the house instinctively stopped, 
and mingled the expressions of their liveliest 
regret. Now how are matters changed in 
those particulars.” 
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They are so changed, that a certain num- 
ber of bankruptcies and insolvencies in the 
course of a year, are regarded as being as 
much within the order of nature as a certain 
number of deaths. Periodical redundancies 
and scarcities of money are looked for as natu- 
rally as cold in winter or heat in summer.— 
If a great storm occurs, or a_ pestilence 
sweeps over the land, the journalists record 
it: and so they record great pressures for 
money; but they think no more of noting the 
effects of ordinary ‘* expansions” and ‘“ con- 
tractions,’’ than of noting the ordinary varia- 
tions of the weather. 

A gentleman who resided for twenty-five 
years in the town of Barcelona, a town which 
does most of the import and export ‘business 
of the fertile and industrious province of 
Catalonia, has told us that during the whole 
period of his residence there, but one bank- 
ruptey occurred. It may be difficult for many 
Americans of the present day to conceive 
such a state of things to be possible. But it 
is possible ; and a faithful relation of the pe- 
cuniary vicissitudes of one of our ordinary 
years, might be received as incredulously by 
many plain Swiss and Hollanders, as some 
Americans receive accounts of countries and 
cities where bankruptcies and insolvencies 
are events of rare occurrence. 

But to return to our narrative. By Sep- 
tember, 1826, the violence of the reaction 
which followed the expansion of 1824-25, 
had subsided : and through the year 1827, 
things went on smoothly. The two first 
months of 1828, also passed over without 
any convulsion: but in the beginning of 
March, a sudden and unexpected scarcity of 
money was felt in Philadelphia. 

If we were engaged in frequent wars, or 
if the state of the world at large was such as 
it was in the twenty years which followed 
the French revolution, ingenuity might be 
able to give a plausible view of the causes of 
the frequent scarcities of money, indepen- 
dent of the operations of banking institutions. 
But we have enjoyed peace for seventeen 
years in succession. Most other commercial 
countries have been in the enjoyment of peace, 
It has, therefore, become impossible to con- 
ceal from observers, the effects which paper- 
money banking institutions have on commer- 
cial affairs. That the scarcity of money in 
1828 was owing to their operations, was so 
evident, that nobody doubted it, nobody dis- 
puted it. No other cause could be assigned 
for it. And Mr. Biddle, the president of the 
United States Bank, published an essay in 
the National Gazette, on the 10th of April, 
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of the mixed mass, too much of the coin part 
leaves the country, the remainder must be 
preserved by diminishing the paper part, so 
as to make the mixed mass more valuable in 
proportion. Itis the capacity of diminishing 
the paper which protects it. Its value con- 


in which he gave the following elegant and 
lucid exposition of one of the causes of the 
evils the community was then suffering. 

‘* The question is, what is the cause and 
the nature of the present scarcity of money? 

‘* The answer is easy. | 

The currency of the United States con 

sists of coin, and of bank notes promising to 
pay coin. As long as the banks can always 
pay the coin they promise, they are useful, 
because, in a country where the moneyed 
capital is disproportioned to the means of 
employing capital, the substitution of credits 
for coins enables the nation to make its ex- 
changes with less coin, and of course, saves 
the expense of that coin. But this advantage 
has by its side a great danger. Banks are 
often directed by needy persons, who borrow 
too much, or by sanguine persons, anxious 
only to increase the profits, without much 
pecuniary interest or personal responsibility 
in the administration. ‘The constant tendency 
of banks is, therefore, to lend too much, and 
to put too many notes in circulation. Now 
the addition of many notes, even while they 
are as good as coin by being always exchanga- 
ble for coin, may be injurious, because the 
increase of the mixed mass of money*gene- 
rally occasions a rise in the price of all com- 
modities. ‘The consequence is, that the high 
price of foreign productions tempts foreigners 
to send a large amount of their commodities, 
while the high price of domestic productions 
prevents these foreigners from taking in ex- 
change a large amount of our commodities. 
When, therefore, you buy from foreigners 
more than they buy from you, as they cannot 
take the paper part of your currency, they 
must take the coin part. If this is done toa 
considerable extent, the danger is that the 
banks will be obliged to pay so much of their 
coin for their notes as not to leave them a 
sufficient quantity to answer the demand for 
it, in which case the banks fail, and the com- 
munity is defrauded. ‘To prevent this, a 
prudent bank, the moment it perceives an 
unusual demand for its notes, and has reason 
to fear a drain on its vaults, should immedi- 
ately diminish the amount of its notes, and 
callin part of its debts. So, on a large scale, 
when the banks of a country perceive such a 
demand for coin for exportation as diminishes 
too much the stock of coin necessary for their 
banking purposes, they should stop the ex- 
portation. ‘This they can always do if their 
affairs have been well managed : and here lies 
the test of bank management. 

“The law of a mixed currency of coin 
and paper is, that when, from superabundance 
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sists in its elasticity—its power of alternate 
expansion and contraction, to suit the state of 
the community; and when it loses its flexi- 
bility, it no longer contains within itself the 
means of its own defence, and is full of haz- 
ard. In truth, the merit of a bank is nearly 
in proportion to the degree of this flexibility 
of its means. If a bank lends its money on 
mortgages, on stocks—for long terms, and to 
persons careless of protests, it incurs this 
great risk, that, on the one hand, its notes are 
payable on demand, while on the other, its 
debts cannot be called in without great delay 
—a delay fatal to its credit and character.— 
This is the general error of banks, who do 
not always discriminate between two things 
essentially distinct in banking, a debt ulti- 
mately secure, and a debt certainly payable. 
But a well managed bank has its funds mainly 
in short loans to persons in business—the re- 
sult of business transactions—payable on a 
day named, which the parties are able to pay 
and will pay at any sacrifice, in order to es- 
cape mercantile dishonor. Such a bank has 
its funds, therefore, constantly repaid into it, 
and is able to say whether it will or will not, 
lend them out again. 

‘‘A bank so managed, if it finds too much 
demand for its coin to go abroad, begins by 
not lending more than it receives every day, 
and then goes farther, by not lending as much 
as its income, declining to renew the notes of 
its debtors, and obliging them to pay a part 
of the whole: making it a rule to keep its 
discounts within its income. The operation 
proceeds thus : by issuing no new notes, but 
requiring something from your debtors, you 
oblige them to return to you the bank notes 
you lend them, or their equivalents. This 
makes the bank notes scarcer—this makes 
them more valuable—this makes the goods 
for which they are generally exchanged less 
valuable—the debtor, in his anxiety to get 
your notes, being willing to sell his goods at 
a sacrifice—this brings down the prices of 
goods, and makes every thing cheaper. Then 
the remedy begins. The foreigner, finding 
that his goods must be sold so low, sends no 
more. ‘The American importer, finding that 
he cannot make money by importing them, 
imports no more. ‘The remainder of the 
coin, of course, is not sent out after new im- 
portations, but stays at home, where it finds 
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better employment in purchasing these cheap 
articles ; and when the foreigner hears of this 
state of things, he sends back the coin he 
tookaway. He took it away merely because 
your own domestic productions were so high 
that he could not make any profit in his coun- 
try by taking them. But when the news 
reaches him that his productions are very 
cheap in our country, he will also learn that 
our productions are cheap too, and he sends 
back the coin to buy these cheap productions 
of ours. We, therefore, get back our coin 
by diminishing our paper, and it will stay 
until drawn away by another superabundance 
of paper. Such is the circle which a mixed 
currency is always describing. Like the 
power of steam, it is eminently useful in pru- 
dent hands, but of tremendous hazard when 
not controlled ; and the practical wisdom in 
managing it lies in seizing the proper moment 
to expand and contract it—taking care, in 
working with such explosive materials, when- 
ever there is doubt, to incline to the side of 
safety. 

‘* These simple elements explain the pres- 
ent situation of the country. Its disorder is 
over-trading, brought on by over-banking.— 
The remedy is to bank less, and to trade less. 

‘During the last year, money was very 
abundant—that is, the demand for coin being 
small in proportion, the banks distributed 
freely their discounts and notes. This plenty 
concurred with other causes, especially the 
expectation of a new tariff, to induce an in- 
creased importation of foreign goods, and at 
the same time, furnish great facility for pro- 
curing them on credit. For instance, in the 
difficulty of procuring profitable investments, 
there were found capitalists who exported the 
coin of the country, and sold their bills for it 
on credit—thus obtaining a small profit on 
the shipment, and a greater on the discount 
of the notes taken for their bills. This frac- 
tion of a per centage on the shipment of 
coin, seems to be a trifling gain for the great 
inconvenience to which it often subjects the 
community; but the profit, though small, is 
lawful, and no odium should attach to the 
agents, for the operation is often a wholesome 
corrective of excessive issues of paper. The 
effect was, that by the month of February, 
the exportations of specie to France and Eng- 
land had become unusually large, amounting, 
probably, in the preceding twelve months, to 
between four and five million dollars; and 
great importations were constantly arriving, 
and which, when sold, would require remit- 
tances to Europe. Hitherto, at this season, 
the demand for exchange had been supplied 
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by the bills drawn on the produce of the 
south, when shipped to Europe ; but this year 
the crop, and with it the bills produced by it, 
has come tardily into the market, so that the 
demands of exchange for the proceeds of the 
arriving shipments were directed immediately 
to the exhausted vaults of the banks. Such 
an effect was to be averted without loss of 
time. The directors of the bank of the 
United States, as was their natural duty, were 
the first to perceive the danger, and the bank 
was immediately placed in a situation of great 
strength and repose. The State banks fol- 
lowed its example. They began by restrain- 
ing their loans within their income, and 
gradually and quietly decreasing the amount 
of them, and more especially directing their 
retrenchments on those whose operations 
were particularly connected with the exporta- 
tions they desired to prevent. ‘The course 
of business has been this: a merchant bor- 
rows from the banks and sends abroad $100,- 
000 in coin, or he buys bills from one who 
has shipped the coin. With these he imports 
a cargo of goods—obtaining a long credit for 
the duties—sends them to auction, where they 
are sold, and the auctioneer’s notes given for 
them: These notes are discounted by the 
banks, and the merchant is then put in pos- 
session of another $100,000, which he again 
ships, and thus he proceeds in an endless cir- 
cle, so long as the banks, by discounting his 
notes, enable him to send the coin, and tempt 
him to do.'so, by keeping up prices here by 
their excessive issues. ‘The banks, there- 
fore, begin by diminishing or withdrawing 
these artificial facilities, leaving the persons 
directly concerned in this trade to act as they 
please with their own funds, but not with the 
funds of the banks. ‘The immediate conse- 
quence is, that the auctioneers can no longer 
advance the money for entire cargoes—that 
they no longer sell for credit, but for cash— 
that the price of goods falls—that instead of 
being sold in large masses, they are sold 
slowly and in small parcels, so that the im- 
porter is not able to remit the proceeds in 
large amounts. This diminishes the demand 
for bills and for specie to send abroad. In 
the meantime, the importer, finding the price 
of his goods fall, imports no more; and the 
shipper of coin, finding less demand for ex- 
change, and that he can make more of his 
money by using it at home than by exporting 
it, abstains from sending it abroad. ‘Time is 
thus gained till the arrival of the southern ex- 
change, which will supply the demand with- 
out the aid of the coin, and then every thing 
resumes its accustomed course. 
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OF PAPER MONEY AND BANKING. 


‘*'This is the point to which the present 
measures of the banks are tending. The 
purpose must be accomplished, in a longer or 
shorter time, with a greater or less degree of 
ee but the effect must and will be pro- 

uced.”’ 


This account, mutatis mutandis, will a 


for a history of banking in almost any year. 
“Such is the circle a mixed currency is al- 
ways describing.” The only difference is, 
that the circle is sometimes wider and some- 
times narrower. 


“The constant tendency of banks is to lend” 


too much, and to pul too many noles in circu- 
lation.”’ Sometimes it is a demand for specie 
to establish a new institution at New-Orleans, 
that compels them to diminish their issues ; 
sometimes it is a demand for specie for the 
use of the British army in Cae die, sometimes 
the cotton crop comes in tardily—sometimes 
it is something else: but a year seldom passes 


without some cause of this kind occurring, and’ 


it is impossible in the nature of things that 
such causes should not occur. 

It would seem from Mr. Biddle’s state- 
ments in another part of this essay, that, 
though every thing appeared very smooth on 
the surface in 1827, great danger lurked be- 
neath. Speaking of the State banks, he 
says, ‘* What interest has the community in 
propping up many of these institutions? Let 
any sedate man look at the returns made this 
winter of the state of the banks in various 
parts of the United States, and then answer 
whether they need further exemptions from 
the necessity of accommodating their busi- 
ness to their means. * * * > 

* * In the present and immediate 
example, no man can fail to perceive that, 
but for the:-warning restriction imposed by the 
Bank of the United States and the leading 
State banks, the events of the last six weeks 
would have brought many of them to the 
verge of insolvency, whence they could only 
escape by some sudden shock to the commu- 
nity.” 

In 1825, the immediate danger was to the 
banks, and through them to the community. 
In 1826, the United States Bank and the 
leading State banks placed themselves ‘in a 
situation of great strength and repose,”’ but 
the sufferings of the community were not the 
less severe on that account. It was, in fact, 
by producing sufferings in the community, 
that the banks placed themselves in that sit- 
uation from which they regarded what was 
going on around them with so much com- 
placency. The people implore them for re- 
lief, but the president of the United States 
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Bank replied, ‘It is the order of nature, that 
if men or nations live extravagantly, they 
must suffer till they repair their losses by 
prudence, and that neither men nor banks 
should impose on the community by promises 
to pay what they cannot pay. The laws of 
trade have their own remedy for such disor- 
ders, as infallible as the law of animal life, 
which enables the human system to relieve 
itself from its own excesses. Both must 
have their course. But the Bank of the 
United States is invoked to assume that 
which, whoever attempts, deserves the ruin 
he will suffer. It is requested to erect itself 
into a special providence to modify the laws 
of nature, and to declare that the ordinary 
fate of the heedless and improvident shall not 
be applied to the United States. Our coun- 
trymen are to be indulged without restraint 
in the utmost extravagance of the luxuries of 
Europe, on credit from the banks ; and when 
the day of payment arrives, the debtor shall 
not be called on for payment—the banks shall 
not be incommoded to pay their own notes, 
for the moment any inconvenience is felt, the 
Bank of the United States will certainly in- 
terpose and pay the debt. But if the Bank 
of the United States blends any sense with 
its tenderness, it will do nothing of all this.’ 

This reply, though not very consoling, 
would have been unanswerable, if it had not 
been a fact, admitted by Mr. Biddle himself, 
that ‘the disorder of the country was over- 
trading, brought on by over-banking.”’ 

The banks continued to diminish mercan- 
tile facilities, in the month of May. In Sep- 
tember there was another pressure on the 
community; and in December a great scarcity 
of money was felt in Boston. 

The president of the United States Bank, 
in a letter to the Secretary of the Treasury, 
dated July 18th, 1829, says the office at 
Portsmouth, * last year was nearly prostrated 
in the general ruin which spread over that 
country. Out of 460,000 dollars of loans, 
148,000 dollars were thrown under protest: 
still further protests were expected ; and the 
actual loss sustained there will not be less than 
112,000.” 

In March, 1829, there was a pressure in 
Philadelphia: and in the following months 
great apprehensions were entertained in New- 
York for the safety of the country Banks in 
that and the neighboring States. A writer in 
the United States Telegraph endeavored to 
show that the banks of the city of New-York 
were also in a perilous‘condition. Thediffi- 
culties appear to have been greatest about the 
beginning of June. In the middle of the 
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month it was announced that the money mar- 


ket was becoming easy. Many New-York 


merchants were, however, compelled to make 
compromises with their creditors, and many 
mechanics were deprived of employment. 


The greatest distress in this year, appears to» 


have been in Rhode Island. ‘The Providence 
Literary Subaltern, as quoted by the Phila- 
delphia Gazette, on the 26th of June, says— 
«*'The embarrassments which have been real- 
ized in this immediate neighborhood for the 
last ten days, have had no parallel in the his- 
tory of the republic. Men of reputed capi- 
tal, who have withstood the shock of former 
changes and times ; men who for the last forty 
years have stood firm, erect, and undismayed 
before the tempest of the times that have as- 
sailed them, are now tottering on the verge of 
bankruptcy and ruin. Their fall bears ex- 
cessively heavy on the poor and laboring 
classes, who, by the way, are in reality the 
principal sufferers. Deprived of employ- 
ment, destitute and friendless, they are thrown 
upon the world, and know not how to obtain 
a livelihood. Within the last ten days, 
within the circle of the ten adjacent miles, 
upwards of twenty-five hundred people have 
been suddenly and unexpectedly thrown out 
of employment, and the distress that such an 
event has produced can be far better imagined 
than described.” 





CHAPTER XXI. 


Additional Particulars of the History of 
Banking from 1824 to 1829. 


Tue professors of natural science are able 
to give satisfactory accounts of the general 
causes of heat and cold in different latitudes, 
and of snow and rain in different seasons, but 
it is in most instances beyond their power to 
state in what degree each of the general causes 
known to be in operation, has contributed to 
the state of the weather at a particular time and 
particular place. Banking is like the weather. 
It is affected by a variety of causes, which 
present themselves in different combinations. 
Many of these causes are of such a nature 
that their operation, if separately considered, 
would be inappreciable, though when united 
they produce a very sensible effect. Others 
are so strongly marked in their consequences, 
that their operation can at times be calculated 
with all the accuracy which is necessary for 
illustrating general principles. 

Among these latter causes must be ranked 
the conflicts of the banks with one another, 
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and their dealings with government. These 
are sufficient to produce great commercial 
embarrassments, even when there is no very 
great demand for specie for exportation.— 
We have seen that the war between the allied 
banks of Boston and the country banks, pro- 
duced a great scarcity of money in New- 
England, in May, 1825, or at the very time 
when speculation was most active in the mid- 
dle and southern States. ‘The president of 
the United States Bank speaks of the ** reac- 
tion, as it is called,” taking place in Phila- 
delphia, *‘ in October.”” But the newspapers 
make mention of the pressure in July, and it 
is well known that it is not till sometime after 
great pressures begin, that mention is made 
of them in the public journals. ‘Taking into 
consideration the facts that the pressure was 
felt here for some four or five months before 
the crisis in England, that exchanges were in 
favor of this country, and that during this 
time the English country banks were, ac- 
cording to Lord Liverpool, increasing their 
issues, we are inclined to think that some 
other cause besides the foreign demand for 
specie must have contributed to the reaction 
of 1825—at least so far as it affected the 
United States Bank, and through it the 
other banks and the community. We have 
acause adequate to the effect, in the loans 
of ten million dollars, made by the bank 
to the government in 1824 and 1825. ‘The 
amount may not be large, abstractedly con- 
sidered, but a paper money bank which 
has been doing business for several years, 
can seldom, unless it has a surplus stock of 
specie, make loans for a long period, without 
being afterwards forced to resort to such mea- 
sures as operate with great hardship on its 
regular customers. ‘‘ The constant tendency 
of banks,” as Mr. Biddle has correctly ob- 
served, ‘‘is to lend too much—to put too 
many notes in circulation.” And the Bank 
of the United States, after having lent as 
much as it could to private traders, strained 
its credit and resources to lend to government, 
and thereby put more notes in circulation than 
the state of trade required. 

The peculiar force with which the pressure 
of 1825 operated on the United States Bank, 
strengthens this reasoning. It receives addi- 
tional corroboration in the fact that the reac- 
tion was over in the United States much 
sooner than in England: and also in the fact 
that the exports of gold and silver in the year 
1825, exceeded the imports in only the small 
sum of 2,600,000 dollars, the imports for the 
year being $6,150,785, and the exports 
$8,787,055. 
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OF PAPER MONEY AND BANKING. 


It must, indeed, be admitted that a very 
small export of specie’ sometimes produces 
very great confusion. Mr. Carey, in a work 
published in 1810, gives a striking example 
of this truth. ‘* The merchants,” he says, 
*‘engaged in the trade to the East Indies, 
made application last spring to the Bank of 
the United States for dollars to remit there, 
and offered a premium of one per cent. ‘The 
directors took the matter under consideration, 
and with liberality resolved to furnish the ne- 
cessary sums without premium. What was 
the exact amount I cannot state, but I have 
reason to believe it exceeded half a million of 
dollars. ‘They were applauded for their lib- 
erality. But, however extraordinary it may 
appear, the effect of the operation was abso- 
lutely to impel some of the other banks to 
curtail their discounts considerably.” | 

If our currency was metallic, the exporta- 
tion of ten or twenty millions of gold and sil- 
ver, would have no more effect on the general 
train of commercial operations than the ex- 
portation of so many dollars worth of iron 
and copper, for the exportation of specie 
would never commence till the domestic de- 
mand was fully satisfied. But now, the fit- 
ting out of a single East India ship, may de- 
range the trade of a city: and diminishing 
the ordinary stock of specie in the amount of 
only two or three millions, may derange the 
trade of the country. 

This may appear strange at first view, but 
Mr. Biddle, in his address to the stockhold- 
ers of the United States Bank, in September, 
1831, gives us very satisfactory reasons why 
acause apparently so very trifling, should 
produce so very great an effect. ‘It is,”’ 
he remarks, *‘ the peculiarity of our moneyed 
system, that in many parts of the country the 
precious metals are excluded from the minor 
channels of circulation by a small paper cur- 
rency, in consequence of which the greater 
portion of these metals is accumulated in great 
masses in the Atlantic cities, liable to be im- 
mediately demanded on notes previously is- 
sued in the confidence of the continuance of 
the same state of things which caused the 
abundant issue of them. At the first turn in 
the tide of foreign exchange, when the sup- 
ply of foreign exchange is unequal to the 
daily demand, the vaults of the banks may be 
exhausted before any precaution can prevent 
it. ‘These very precautions, too, consisting 
as they do almost exclusively of curtailment 
of their loans, made suddenly—mostly with- 
out concert, and always under the influence 
of anxiety if not of alarm, may fall with op- 
pressive weight on the community, by the 
pressure in which alone can be produced the 
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necessary reaction. ‘I'his reaction, moreover, 
is necessarily slow, since our distance from 
Europe makes it less easy to restore the equi- 
librium than between adjoining countries in 
the same hemisphere.” 

It certainly was not by any increase of its 
loans to merchants that the Bank of the 
United States was brought into difficulty in 
1825 ; for these loans, including in the calcu- 
lation common discounts and bills of ex- 
change, actually sustained a reduction of up- 
wards of 300,000 dollars, between the Ist of 
January, 1824, and the 3lst of July, 1825. 
By its loan of ten millions to government, 
the bank appears to have added to its circula+ 
tion, between the dates just mentioned, onl 
3,277,885. But this, it seems, was two mil. 
lions six hundred thousand more paper than 
the country could bear, for in this amount the 
exports of specie exceeded the imports in 
1825. 

It is well worthy of observation, that the 
total import of foreign merchandize in 1825, 
was, according to the custom-house returns, 
$96,340,075, and the total export of domes- 
tic and foreign produce, was $99,535,388. 
If allowance be made for freight of the ex- 
ports, and profits on them in foreign markets, 


it will be seen that the “balance of trade _ 


was decidedly in favor of the country. So 
that, altogether, we have in the events of the 
year, an example that, in time of profound 
peace, and when the balance of trade is in 
favor of the country, and when the exports of 
specie exceed the imports in the sum of only 
two or three millions, a whole community 
may, by the operations of paper-money bank- 
ing, be brought to the very verge of insol- 
vency. 

The evils produced by banks’ making loans 
to government, are oecasional. ‘Those pro- 
duced by banks’ trading on government de- 
posits, are perpetual. ‘These deposits vary 
in the amount of millions in the course of a 
few months. A bank may know that the 
government will, in the course of a short pe- 
riod, require its funds to pay off a portion of 
the public debt, or for some other purpose, 
but as the constant tendency of banks is to 
Iend too much and put too many notes in cir- 
culation, a bank having possession of such 
funds seldom fails to make discounts on them 
as freely as on its own capital, trusting that 
when the government shall demand its own, 
means may be found of meeting a demand 
through a credit in Europe, or some other 
financial arrangement. ‘The most common 
expedient is that of reducing commercial dis- 
counts. In the voluminous documents ap- 
pended to the report made by a committee of 
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Congress in April, 1832, continual reference 
is made to changes in the operations of the 
United States Bank, rendered necessary by 


government’s ak its deposits for the 


urpose of paying off the public debt. 
- If the State barkeahould be made the de- 
positories of the public funds, the evil would 
be increased instead of being diminished.— 
Paper money banks cannot be employed in 
any way as fiscal machines, without embar- 
rassing the operations either of government 
orof the community, and sometimes of both. 
If we had a metallic currency, and if our fis- 
cal concerns were managed without the agen- 
cy of banks, the paying off of ten or twenty 
millions of public debt in the course of a 

ear, would have the same effect as the pay- 
ing off of ten or twenty millions of private 
debt—would produce benefit instead of injury. 
But as matters have been managed through 
the agency of the banks, the paying off of 
the public debt has indirectly contributed to 
the irregularities of the money market since 
the year 1825. 

The pressure of 1828 operated with more 
force on the local banks than on the bank of 
the United States. It was, as we have rea- 
son to believe, with great difficulty that some 
of the principal banks of Philadelphia placed 
themselves in a situation of repose. As the 
imports of specie had in the previous year 
exceeded the exports, the imports having been 
$8,151,130, and the exports $7,971,307, 
while the total value of exports of every de- 
scription was $82,324,827, and of imports 
only $79,484,068, we cannot resist the con- 
clusion that the difficulties of 1828 were, as 
well as those of 1825, owing in a great mea- 
sure to domestic causes. The pressure in 
that year appears to have been independent 
of any movements in Europe. Money was 
very plenty in England. ‘The interest on 
commercial securities in London, in August, 
was only two per cent. The Bank of France 
had it in contemplation in November, to re- 
duce the rate of discount to three per cent. 
In December, there was, indeed, a pressure 
in both France and England, but our difficul- 
ties commenced in the early part of the year. 
The foreign demand for specie could not have 
been great, as the exports of gold and silver 
in the whole year amounted to $7,550,339, 
and were nearly balanced by the imports, 
which amounted to $7,489,741. 

To account for the difficulties in the year 
1828, it is necessary to take into considera- 
tion a fact which was mentioned by Mr. Bid- 
dle in the verbal expose he gave to the stock- 
holders of the United States Bank, at their 
meeting in August. He then stated that the 


digitized by | - 


circulation of the Bank had been increased, be- 
tween August, 1822, and August, 1828, from 
5,400,000 dollars, to upwards of 13,000,000, 
and that this had been effected, without adding 
any thing to the aggregate amount of currency, 
but simply by displacing an equal amount of 
the notes of the local banks. Admitting this 
to be the fact, we have a satisfactory reason 
for the pressure felt by the other banks of 
Philadelphia, while the United States Bank 
was in a situation of great strength and re- 
pose. It was in the previous year, or 1827, 
that the United States Bank commeaced the 
issue of abatch of branch drafts for the sums 
of five and ten dollars, by which it obtained a 
decided advantage over the State banks. It 
was thereby able, in December, 1827, to put 
a stop to the circulation of the notes of the 
Cape Fear Bank of North Carolina; and to 
this operation of displacing the notes of the 
local banks by the small branch drafts of the 
United States Bank, may be attributed great 
part of the difficulties of the year 1828. Tt 
must be evident to every person, that new 
and unexpected demands on the local banks 
by the United States Bank, must have the 
saine effect on them as new and unexpected 
demands on them for specie to send abroad. 
The United States Bank may expand in the 
Same proportion as the local banks contract; 
but it has a different class of customers, and 
thus, while money is made plenty with one 
portion of the community, it may be made 
searce with another. The pressure of 1828 
did not seem to affect the dealers in public 
stocks. Its weight fell principally on the ~ 
merchants, and other productive members of 
society. 

The difficulties of the year 1829, appear 
to have been owing in part to the operation 
of displacing the local bank notes by the 
branch drafts of the United States Bank, in 
part to local causes of different kinds in dif- 
ferent parts of the country, and in part to the 
state of commercial affairs in Europe. The 
operations of the United States Bank are so 
limited in New-England, that the people of 
that quarter of the country must attribute the 
principal evils they suffer to the doings of 
their local banks. The people of the other 
States must attribute their sufferings to the 
combined operations of the local Banks and 
the Bank of the United States, bearing in 
mind the fact, that the United States Bank 
has a share in producing these evils, only in 
proportion to the amount of its capital, the 
number of its branches, the control it has of 
the funds of government, and the changes it 
makes from time to time in its mode of ope- 
ration. 
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BY WILLIAM M. GOUGE. 


THE JOURNAL OF BANKING, 


Vol. I. 


Philadelphia, Wednesday, June 8, 1842, 


No, 95. 





SYNOPSIS OF BANK ACCOUNTS. 


On page 386 in this number will be found a 
Comparative View of the Condition of all the 
Banks in the United States near the commence- 
ment of each year, from 1834 to 1841, inclusive. 
All the columns, except those for 1840 and 1841, 
have been taken from tables which were compiled 
by us while in the Treasury Department. The 
columns for 1840 and 1841, have been prepared, 

rtly from materials collected in the Treasury 
tained. 

All the estimates for 1841, have been founded 
on returns in previous years, the cases of some 
three or four banks only excepted. 

In the summings up, “loans and discounts, 
stocks, real estate, and other investments,” make 
the “aggregate of the investments supposed to 
yield income.” From this sum, however, ought 
perhaps to be deducted a large amount for sus- 
pended debt. 

-The “aggregate of deposits and circulation,” 
shows the total of the current credits of the banks, 
or the total amount of bank medium applicable to 
fiscal, speculative, and commercial uses. 

The “aggregate of deposits, circulation, and 


‘sums due to other banks,” shows the total of the 


immediate liabilities of the banks. 

The immediate means of the banks. are made 
up of “specie, specie funds, notes of other banks, 
and sums due from other banks.” In calculating 
their power to withstand a run, bankers do not, as 
some suppose, compare merely the amount of their 
notes in circulation with the amount of their Specie 
on hand, but the whole amount of immediate 
means with the whole amount of immediate lia- 
bilities. 

The “immediate means” and the “ investments 
supposed to yield income,” make up “the total of 
means of all kinds” possessed by the banks. 

The items “circulation, deposits, due to other 
banks, and other liabilities ”’ constitute the total of 
the liabilities of the banks to the public at large. 
For the capital paid in and the profits acquired, 
the officers of the banks are accountable to the 
stockholders only: though these items are some- 
times loosely included under the head of “ bank 
liabilities.” 

The “total of the liabilities of the banks to one 
another, is made up of “sums due from other 
banks, sums due to other banks, and notes of other 
banks on hand.” 

The “nett circulation” has been obtained by 
deducting the amount of “notes of other banks 
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epartment, and partly from others elsewhere ob- - 


on hand” from the gross amount of issues of the 
banks, or the amount returned under the general 
head of circulation. rs 

The table will afford ample food for reflection. 
It shows such contractions and expansions of the 
currency in the period embraced by it as must 
have caused the ruin of thousands. Yet we be- 
lieve it does not show the whole extent of fluctua- 
tion. If the banks all made their returns on the 
same day and the same hour in each year, instead 
of making them as they now do in different 
months, we should probably find the extent of 
Sento much greater than is indicated by the 
table. 

But this isnotal]. In questions relating to cur- 
rency, quality as well as quantily should be taken 
into consideration. In the first four years em- 
braced by the table, the banks were paying spe- 
cic. In the Jast four years, some were paying 
specie and some were not. ‘To the variations in 
quantity, as indicated by this table, conjoin the.va- 
riations in qualily, as pointed out in the tables on 

ages 304 and 355 of this work, “showing the 
ighest and lowest prices of bank notes at Phila- 
delphia, in each year, from 1814 to 1841.” Study 
these two tables well, and then say if the condi- 
tion of our currency is not a disgrace to every 
statesman of every party, and to every man in the 
country. 





PAPER CURRENCY IN ENGLAND. 


The English have, till Jately, been almost as 
careless as ourselves about ascertaining the extent 
of fluctuation in the quantity, and consequently in 
the value of the circulating medium. t, 
within a year or two, an act of Parliament has 
been passed, requiring periodical returns of the 
amount of bank notes in circulation, from which 
we have compiled the following table. The 
amounts are expressed in pounds sterling. 

Nov.13. Jan.8. April 8. 


England. 1841. 1842. 842. 
Bank of England, 17,065,000 16,293,000 16,674,000 
5 


Private Banka, 6,298,723 6,477,189 289,050 
Joint Stock Banks, 3,421,135 3,042,197 3,047,656 
Scotland. 
Private, chartered, and . 
Juint Stock Banks, 3,383,036 3,070,075 2,670,290 
Treland. 
Bank of Ireland, 3,333,375 3,205,875 3,074,125 
Private Joint Stock Banks, 2,611,614 2,515,677 2,250,556 











Total, 36,112,883 34,604,013 33,014,677 
Bullion in Bank of England, 4,218,000 5,619,v00 —7,006,0u0 
In November, when the paper currency was, 
reatest in amount, it was less than 175 million 
ollars. 
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JOURNAL OF BANKING. 


“FREE BANKING.” 

We are friendly to “ free banking ;”—that is to 
say, we are hieaaty to a system in which every 
man should be at liberty to receive money on de- 

it, discount notes, and deal in exchanges, sub- 
ject to the same responsibilities, and enjoying the 
same rights as persons engaged in other branches 
of business. 

But we are not friendly to a system in which 
every man should be at liberty to issue notes to 
pass as money. Between lending and 
making money—between free banking and free 
coining, there is no necessary connection. The 
private bankers of London, Liverpool, and Man- 
chester, who do a business far exceeding in amount 
that done by the incorporated banks of New-York, 
Philadelphia, and Baltimore, issue no notes of their 
own as a circulating medium. 

There are, however, gentlemen who think that 
all the evils the paper money system produces, are 
owing to the restrictions imposed upon it, or to its 
being carried on by corporations instead of indi- 
viduals; and that if every body were at liberty to 
manufacture money out of rags, free competition 
among the rag money manufacturers would pro- 
duce the same beneficial effects as free competi- 
tion in the making of cloth or the raising of corn, 

_ They forget that free competition in agriculture, 
the mechanic arts, and the legitimate branches of 
commerce, is a competition of labor and capital, 
while free competition in paper money banking 
would be little more than a competition of cun- 


ning. 

They forget, moreover, that free competition in 
most pursuits is advantageous, because it oes 
commodities; but that free competition in making 
money, can cheapen money in no other way than 

deteriorating its quality. 

And lastly, they forget that free competition in 
most other businesses, is a competition in producing 
things that are essentially good: while free com- 
petition in producing paper money, is a competi- 
tion in producing that which is essentially evil. 

The arguments that are used by the friends of 
“free banking” have sometimes considerable 
plausibility, but they owe their plausibility entirely 
to their authors ‘not distinguishing properly be- 
tween the functions of money as a mere c.rcula- 
ting medium, and money as a standard and mea- 
sure of value ; and to their confounding two things 
so essentially distinct as currency and obligations 
to pay in currency. \tis astonishing to us that any 
man of general reading should confound the bank 
note with the bill of exchange or other business 
note, after the difference between them has been 
so clearly pointed out by Storch in his Course of 
Political Economy, and subsequently by Mr. Gal- 
latin. Yet this is frequently done by men from 
whom better things might be expected. Because 
every man ought to be at liberty to enter into ob- 
ligations to pay in currency, they infer that every 
man ought to be at liberty to create currency! 

“ Banking,” say they, “is a natural right, in the 
free exercise of which every man may luxuriate, 


For the views of Mr. Gallatin, see pase 59 of this publica- 
tion, and also the note on page 110. For those of Adam 
Smith and Thomas Tooke, see the notes on page 189. 
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till society, finding this luxuriance injurious to it- 
self, choosés to impose such restrictions on it as 
may protect it fromdepredation.” We do not ad- 
mit this so called “natutal right,” if under it be in- 
cluded the liberty of creating money for the com- 
munity, out of rags and Jamp-black, or out of no- 
thing. 1t would be quite as reasonable for every 
man to claim as “a natural right,” the liberty of 
fixing the standards and measures of weight, 
length, and capacity, and of varying them as of- 
ten as might suit hisown fancy, or rather, his own 
interest. 

Of stability of value in the currency af a coun- 
try, these advocates of “free banking” seem to 
think but little. Every desirable object, if we 
may believe them, will be attained, if only the. 
note-holder can be sure of receiving payment in 
specie whenever he may choose to demand it.— 
‘I’o us this appears to be an inferior consideration. 
If every bank note at present in existence in Great 
Britain and America should prove a dead loss in 
the hands of the holders, the evilthereby produced 
would be small compared with that occasioned by 
the use of those deceptive measures of value which 
ne men to place a false estimate on every 
thing. 

But the note holder would have no such secu- 
rity. Because, when notes pass as money, few 
take the trouble to inquire whether they will ul- 
timately be paid. The only inquiry each then 
makes, is, “Can I pass them away to some one 
else?’ And as every one would hasten to get rid 
of those notes first of which he had the most suspi- 
cion, the notes of those private bankers whose 
credit was of the most doubtful character, would 
be likely to obtain the widest circulation. At 
least, such notes would, through cunning and con- 
trivance, take the place to a great extent of those 
issued by the most responsible persons. “ Num- 
berless instances,” says the Edinburg Review, 
“have occurred in the history of private banking 
within the last few years, in which the notes of 
individuals, without any real capital, and who were 
from the beginning in a state of insolvency, have 
continued to circulate for a long period in company 
with those of the best established houses, and to 
enjoy an equal degree of credit.” 

e had in Philadelphia, not long since, a beau- 
tiful illustration of the principle of “ free banking,” 
or rather of “free coining.” Dr. Thomas W. 
Dyott’s standing was such that he could not bor- 
row from moneyed men, except by involving all 
his possessions, rea] and personal, in inextricable 
embarrassment: and yet Dr. Thomas W. ered 
bank notes had free circulation among us. hy 
were people so cautious about receiving Dr. Dy- 
ott’s notes of hand? Becanse the inquiry con- 
cerning them was, “* Will they be paid?” Wh 
were they so ready to receive Dr. Dyott’s ban 
notest Because the only inquiry concerning them 
was, “Can we pass them away?” Only give a 
man’s paper a circulating form, and his credit 
must be very low indeed, if it does not obtain some 
currency. So great is the desire of men to pos- 
sess money that they will grasp with avidity at 
ea every thing which has the form of money. 

cCulloch, of Edinburg, one of the most emi- 
nent of the Political Economists of the day, has 
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had ample opportunities of observing the opera- 
tions of “ free ere His opinion of it ta bg 
no means equivocal, It is simply “ Free BaNK- 
ING IS FREE SWINDLING.” 

The advocates of such a system in this country 
admit that at its commencement great frauds 
would be perpetrated under it,and great losses sus- 
tained through it, but they seem to think that in 
time the people would learn what money-makers 
it would be safe to trust. This is supposing that 
the two races of knaves and dupes will in time 
become extinct—a supposition that neither past 
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In Scotland, also, this freedom of making mo- 
ney out of paper has been enjoyed nearly as long 
as in England: and the Scotch banking system 
may, in every thing except the issuing depart- 
ment, be regarded as perfect. Scotch banks sel- 
dom break, and yet few banks do more evil: be- 
cause the very means they take to save themselves 
are what ruin the people. In the town of Dum- 
fries, in the last five years, there have been four 
hundred bankruptcies. Paisley, Glasgow, and 
other places, have also suffered immensely. 


Ln Now, if a system of “free banking,” or rather 
m1 nor present experience affords us any warrant of “free coining,” is productive of so much evil 
5 for entertaining. im a country where every thing is comparatively 
- But suppose all our “ free bankers” were men stable, and where it is directed by Scotch sagacity, 
© of undoubted wealth? Even then there wouldbe guarded by Scotch prudence, and sustained by 
S insuperable objections to the system. Their notes tch honesty, what can be expected from it, in 
© payable on demand would circulate as do our a country like ours, where every thing is ina state 
o present bank notes, and would become money to of change, where the people are certainly not de- 
— all intents and purposes:—that is to say, would ficient in sagacity, but where little can be said in 
3 regulate prices, and be received asafulldischarge favor of the prudence and the honesty of such part 
ts of all ordinary debts and obligations. As the of them at least as would be likely to engage in 
~ quantity of these notes increased, other things be- any new system of paper money banking? 

N ing the same, prices would rise. As the quantity Away, then, with all schemes for issuing paper 
3 decreased, other things being the same, prices money, whether by Government, by corporations, 
c would fall. And the causes of this increase and or by individuals. Legitimate commerce wants 
wv decrease would be much the same as at present, them not. It creates its own medium. It imports 
5 for our individual money-makers would be just as gold and silver from abroad sufficient to effect all 
= eager as are our corporate money-makers to en- the payments it engages to make in gold and sil- 
= gage in stock and land speculations, ver. It does, indeed, make free use of credit; but 
= ake, however, the most favorable view of the when it promises to pay, it fixesa definite time 
£ case. Suppose them to confine themselves to for payment, and the promise is followed by per- 
banking on strictly commercial principles, Sup- formance or protest. {t has various ways of econ- 
un pose them to discount nothing but business paper, omising the precious metals, by means of bills of 
p so that every bank note they issued should be the exchange, book entries, offices of deposit and 


representative of real bills of exchange, and these, 
in their turn, the representatives of commodities 


transfer, checks, &c. &c. But in no case does it 
make the empty promise stand in place of the per- 





5 
~ 2 in the ware-houses ofthe merchants. Whatwould formance. Such an expedient is merely the in- 
_o then be the result! Newsisreceived fromabroad vention of insolvent governments, scheming indi- 
= 5 of a rise in the price of flour and of cotton. A viduals, and monopolising corporatiuns. 
~ Ww speculative demand is thereby created for these 
"© articles, by which their prices are raised previous 
In O to any increase taking place in the amount of cur- DIALOGUE I. 
= rency. This speculative demand leads to the crea- Deacon Graball. You must admit, Brother 
aD tion ofa large amount of new business paper. This Maultext, that I have just as good a right to rent 
=, 2 is discounted by the bankers, and then prices un- or interest for the money I lend, as I have to rent 
ty dergo an additional rise, through the additionsmade for the houses or Jands I purchase with my mo- 
o5 to the currency. This leads to a new specula- ney? 
Q p tive demand, which causes the creation of more — Rev. Dr. Maultext. Exactly so, Brother Grab- 
ane business paper, and this in its turn a fresh issueof all. But asa good, Christian man, you ought to 
> bank notes: and thus things go on till pricesare be content with interest on your capital and not 
nm raised so high that neither flour nor cotton canbe expect to receive it on your credit also. 
dz exported and sold abroad at a profit. D. G. Why so, Brother ? 
os Nor is this all. Through the addition made to Dr. M. Because, as credit is a mere contriv- 
~ the currency by the discounting of the notesof the ance by which one man’s capital is transferred to 
vo flour and cotton merchants, the price of every thing another, you are, if you receive interest on your 
oe is artificially raised, and when the necessary reac- credit, receiving, in an indirect way, interest on 
a tion occurs, the whole community are made tosuf- another man’s capital. This is what is done 
bec tie, fer. Be through the agency of our present banking sys- 
- In England, every body living beyond a certain tem. The capital of the farmers and other pro- 
Z distance from London, has, for one hundred and _ ducers, is, through the agency of bank notes, 
N fifty years, had the liberty to manufacture money transferred to the traders and speculators : but in- 
- out of paper. But free competition in the manu- terest is paid to the debtors, to those who issue 
m facture of this kind of money in England hasnever the bank notes, instead of being paid, as in justice 
> given stability of value to it, and money which it should be, to the creditors, that is, to the hold- 
a has not steadiness of value, be that money paper ersof the notes. Through our banking system, 
me or metal, does more harm than good to soci- the natural and just operations of credit are exact- 
2 ety. ly inverted. 
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D. G. But if my credit will serve another 
man the same purpose as money, why should I 
not receive the same interest on it as on my 
money ? 

Dr. M. You may, provided your credit is in 
such a form as not to injure any third person or 
society at large. But your credit can serve ano- 
ther man the same purpose as money only When 
it becomes a species of money: and this it can do 
only when it takes the form of a note or drait, 
payable on demand, and passable by simple trans- 
fer. Such notes, whether issued by the Govern- 
ment, by corporations, or by individuals, become 
currency. They regulate prices and are received 
as full discharge of all debts: and although both 
the makers and the borrowers may be benefitted 
thereby, society at large is injured. 

D. G. How so, Doctor ? 

Dr. M. Because, though this paper money 
may as a mere circulating medium be even more 
convenient than coin; it never can adequately 
perform the other and the most important func- 
tions of money, namely, those of a standard and 
measure of value. If “convertible paper” did, 
as its supporters assert, merely displace an*qual 
amount of gold and silver, its issuers would be 

entitled to some reward for their ingenuity. But 
experience shows that this is not the case. Reason 
shows that it cannot be the case. As a measure 
of value it is the most deceptive that can be, and 
leads men to put a false estimate on every thing. 


DIALOGUE Il. 


D. G. If I choose to take another man’s 
promise to pay instead of actual payment, what 
right has Government to interfere ! 

Dr. M. Aye, aye, what right, indeed ! 

“ Surely the pleasure is as great 
“Of being cheated, as to cheat.” 


And since you, Deacon, so strenuously insist on 
your right of being cheated, you may be permitted 
to enjoy it to your heart’s content. Only we can- 
not permit you to cheat others. You are at lib- 
erty to receive in payment of debts due you 
brick bats, corn cobs, rags, or rag money, if you 
will, but you have no right to impose this worth- 
less trash on others as something possessing real 
value. 

D. G. But are not others competent judges 
of what I offer them in payment? 

Dr. M. Far from it, Deacon. Your long face 
and your long prayers impose on many. Tew 
men are equal to you in craft and cunning. There 
is fraud in your heart at this very moment. In 
contending for your right of receiving another 
man’s promise instead of payment, you have in 
reality the intention of making others receive 
your empty promises instead of payment. You 
know well enough that circulating notes, nomi- 
nally payable on demand, are, in the aggregate, 
never paid. You want to make your promise go 
as far as another man’s payment, and thereby 
gain a great advantage over your neighbors. 

D. G. But if they of their own free will re- 
ceive my promise as full payment—— 

Dr. M. Then, Deacon, you only make them 
instrumental in cheating themselves. 


oininaey Google 


eo, — - -—si.:hlUC 


389 
D. G. But if the business were thrown open 
to all, then every man would have an equal 
chance, to use your own rough language, “ of 
cheating and being cheated ;” or, as I, with more 
regird to decorum, would say, “ otf benefitti 
and being benefitted by paper money banking. 

Dr. M. There would be some plausibility in 
your argument, if all men were equal, in capi 
cunning, and want of conscience. But, as Mr. 
Gallatin has justly observed, if the business were 
thrown open to ail, none but menof large fortune 
and sharpers could take advantage of it. Neither 
are entitled to such an advantage. | 

D. G. But, Doctor Maultext, you ought to 
recollect that the doctrines of free trade are so 
well established, that merely to call them in ques- 
tion is considered a mark of great ignorance or 
strong prejudice. 

Dr. M. Freedom of trade is one thing, Free- 
dom to cheat and swindle is another. Iam not of 
that ultra-liberal schoo] that is for giving men 
as much freedom to do wrong as to do right. 
Trade ought to be fair as well as free. A fig 
for free trade with foreign countries if we cannot 
have fair trade among ourselves. 

D. G. In my humble opinion, the single sen- 
tence “ laissez faire et laissez passer” embraces 
all the practical wisdom of all the books on poli- 
tical economy that have ever been written. 

Dr. M. Properly understood, and properly 
applied, it is invaluable. But when I hear paper 
money bankers crying “only Jet us alone,” it 
strikes me in much the same way as a similar cry 
would, if coming from pharo-bankers or any other 
class of gamblers. Free competition in doing 
evil, will never put an end to evil, unless it be 
carried so far as to destroy both subject and agent. 


DIALOGUE III. 


D. G. I have my rights as a man, a mer- 
chant, a banker, a Christian, and a citizen of this 
fins American republic; but they will avail me 

ittle, Dr. Maultext, if you deny me the poor pri- 


. vilege of freely passing away paper that I have 


freely received, 

Dr. M. But, Deacon, you received it with 
wrong intentions. You would not willingly take 
Tom O’Nokes’ note of hand, because you know 
he is not worth a stiver. Or, if you did take it, 
because you could get nothing better, you would, 
on passing it away, endorse it “ without recourse.” 
Yet you are willing to take Tom O’Nokes’ bank 
note, because that passes by simple transfer, and 
you throw all the risk of loss on another. 

D. G. But suppose I endorse Tom O’Nokes’ 
bank note ? 

Dr. M. Thatwillalter the case. Every man 
that aids in circulating paper ought to be respon- 
sible in the same way that the issuer is, or else 
he ought to give notice to the receiver that he 
has not full confidence in it, by endorsing it 
“ without recourse.” 

D. G. Then it seems that, according to your 
views, in order to make bank paper an unobjection- 
able medium, all that is necessary is to have it en- 
dorsed by every one through whose hand it 
passes. 
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Dr. M. No, this is not all that is necessary.— 
Promises to pay on are, in point of fact, 
take them in the aggregate, promises to pay never. 
A definite time ought to be fixed for the payment 
of each note; and then it ought to be either paid 
or protested. . 

. G. Such a regulation as this would inter- 
fere greatly with the operations of commerce. 

Dr. M. It would not. It would leave ev 
trader at liberty to employ his cash and his legiti- 
mate credit in such a way as he might deem best. 
{f he made a purchase, and it did not suit him to 
pay ready money for it, he would be at liberty to 
promise to pay an hour, a day, a week, a month, 
or a year hence, as might be agreed upon between 
him and the seller; but when the time was up, 
there should be either payment or protest. 

D. G. On your principles, all.the gold and sil- 
ver in the world would not suffice for the trade of 
the United States, 

Dr. M. So far is this from being true, that the 
probability is, that after the system was once fairly 


established, a very small addition to our present . 


stock of gold and silver would prove amply suffi- 
cient. We have now various ways and means 
of economising the use of paper money, as, for ex- 
ample, by bank checks, in this country, and bills of 
exchange, inEngland. If our money were metal- 
lic, various other expedients of this kind would be 
resorted to. For example; suppose a single office 
of deposit, similar to tie Bank of Hamburg, es- 
tablished in each large city. A million of dollars 
might in such cases be made to effect payments to 
the amount of ten to twenty millions in one 
day, through simple transfers of credit from one 
merchant to another. A dollar in specie might 
then, through the superior activity given to it, ef- 
fect as many payments as two dollars in paper ef- 
fect now. 

D. G. Any other way? 

Dr. M. Yes: asystem of set offs would be 
extensively resorted to among traders. Nine- 
tenths of all the transactions of Lancashire, Eng- 
land, were at one time carried on by the means of 
bills of exchange, without the intervention of ei- « 
ther coin or bank notes, and bills of exchange 
would be extensively used in this country, in 
wholesale transactions, if paper money should be 
abolished. 

D. G. After all you have tocome back to pa- 
per and to banks. . 

Dr. M. Yes; but not to paper-money banks, 
or to paper-money. The banks I would have, 
should be hard money banks, which should never 
issue a note or certificate, or grant a credit on 
their books, except as the representative of spe- 
cie actually indeposit. ‘The sums then mentioned 
in bills of exchange would be a mere expression 
of hard money prices, with an addition in each 
case equivalent for the time for which payment 
should be deferred. 

D. G. J have listened to you attentively, with- 
out being able to see the truth of one proposition 
you have advanced. 

Dr. M. And for a very obvious reason, Dea- 
con. Itis not your interest to see the truth. 

D. G. This is absolutely too bad. I know, 
Dr. Maultext, that when you are in the pulpit, 


i have a right to scold as mach as you please- 
t is part of your professional privilege. But you 
hadn't ought to talk to me wm this way in my 
own counting-house. I know that I am a poor 
Sail-able creature, and that al} my righteousness. 
is as filthy rags—— | ~ 
Dr. M. As filthy, Deacon, as the rag money 
to which you owe all your wealth. : ; 
D. G. And yet, after all, Parson, my right- 
eousness may be of as good quality as yours. Ifwe 
of the laity are a leet/e too fond of wealth, some 
of you of the clergy are a leetle too fond of power;. 
and the love of domination may show itself in a 
desire to dictate to the minds and consciences of 
men, when it cannot gratify itse!f in another way.. 
Even when persons under the influence of this 
passion speak the truth, they may speak it from 
wrong motives, and with wrong feelings. Look 
to yourself, therefore, Parson. I do not think yow 
worthy of the name of Minister. ee 
{Exeunt Deacon and Parson, both in a furry] 





PAPER-MONEY RIOT. 


About the 18th of May, the banks of New-Or- 
leans succeeded in the wonderful object of making 
two commodities, to wit, gold and silver, bear the 
same market value as bank paper, leaving land, 
labor, cotton, and every thing else to fluctuate to. 
the ruinous extent in which, from the necessity of 
the case, they ever must fluctuate, as long as. 
‘convertible paper,” or any other kind of paper 
money, continues in existence. 

But there was another paper currency in New- 
Orleans, and this, during the period of the suspen- 
sion, had been generally preferred, in retai} trans- 
actions, to bank paper. It was a paper issued by 
the three municipal corporations, amounting, in 
all, toabout one million dollars, and the whole of it. 
in notes ofsmal! denominations. That, where there 
are two paper currencies, the raising of the value 
of the one, has a tendency to sink the value of the: 
other, is well known to those who have studied the 
principles of the system. But the municipal mo- 
ney makers of New-Orleans were either ignorant. 
of this truth, or disregarded it. Perhaps they 
thought that as the paper currencies of Philadel- 
phia and Baltimore had been “ purified” princi- 
pally at the cost of the working-men and the small 
traders, the same good work could be effected in 
the same way in New-Orleans. 

Be this as it may, they took no measures to sup- 
port the market value of their trash currency, and 
on the resumption of specie payments by the banks, 
the notes of the first and second municipalities 
depreciated from 15 to 20 per cent., while those 
of the third ranged from 50 centson the dollar to 
nothing. What followed shall be related in the 
words of an eye witness. 

“ The brokers, thinking it an excellent chance 
for an “operation,” classed all the bills of the muni- 
cipalities together, stuck up notices of “ no shin- 
plasters purchased here ;” and by these and divers 
other ungodly tricks, which would have done honor 
to Wall street, succeeded in throwing discredit 
upon all municipality notes, so that they could buy 
up those of the first and second at 46 and 50 cents 
—thus making an immense profit at very little 
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risk, as nobody seriously believes that the notes of 
ee cee will not eventually be re- 


“ This being the state of things, the fruiterers, 
haberdashers, and smal! dealers in general, itine- 
rant and stationary—a motley and indescribable 
crew of French, Spanish, Italian, Portuguese, 
Germans, and Jews of all nations, to the number 
of three or four thousand, started this morning for 
the Mayor's office where they called out his Honor 
and demanded the redemption of “les billets des 
municipalities.” His Honor, whodid not happen 
to have the change “ past him,” declined this op- 
portunity ef showing his public spirit, but told the 
mob that the story of the depreciation of their 
motes was a falsehood, and that they would all be 


edeemed ina few days. The crowd upon this’ 


Jeft the Mayor’s office; and being instigated by 
‘the devil, who sometimes delighteth to witness the 
destruction of his own works, proceeded in a body 
up Chartres street to Canal, yelling like ten thou- 
sand wild Indians. On the corner of Canal and 
Camp, (the latter being a continuation of Char- 
tres) the mob commenced the work of destruction 
‘by completely gutting the exchange office of 

essrs. Valentine & Williams, and carrying off 
all the money it contained, gold, silver, and paper, 
(even shinplasters) while the cry flew from rank 
to rank of the rioters, “Auz arms! aux arms!” 
The citizens immediately ran to the Town Hall, 
where a magazine of arms and ammunition is con- 
stantly kept, and returning in a body, charged 
upon the rioters, who fled with the utmost precipi- 
tation. By this time the offices of Valentine & 
Williams, Raphael, Nance & Barker, four brokers’ 
offices “all in a row,” were completely and Jiteral- 
ly gutted. Nobody was seriously wounded in 
this most extraordinary emeute, and the civil au- 
thorities, aided by the citizens, succeeded in cap- 
turing some ten or twelve of the ringleaders, who 
are to have their examination to-morrow morning, 
and who will undoubtedly be committed for trial.” 

But the matter did not end here. The N. O. 
Advertiser states that “the military were under 
arms during the whole of Friday night, as the 
Mayor had positive information of the intention 
of the disaffected to get up a riot, and disturb the 
peace and property of the city. The firemen 
were armed and at their posts, and the strictest 
watch was kept in every part of the town. All 
passed off quietly. 

“The break of morning (on the 22nd) found 
the beef and fish markets empty, and the vegeta- 
ble market little more than half filled. People 
returned with empty baskets and angry faces. 
Groups of market sellers soon gathered among 
the meat shambles and discussed the subject of 
shinplasters. Placards in different languages 
were posted up, calling on all who were upposed 
to further taxation, to oppression, to shinplasters, 
&c., to assemble near the Place d’ Armes, at one 
o’clock in the day, with the means in their hands 
to make due resistance, &c. &c. The military, 
which had been relieved at an early hour, were 
summoned to their posts again at 10 o’clock, and 
preparations were made to arrest every man who 
should assemble in accordance with the call of the 
placards. ‘The discontents were evidently dis- 
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concerted in their plans, for no attempt was made. 
to carry them out. In the afternoon the Mayor 
issued his proclamation, calling on all good citi- 
zens to rally in defence of the laws.” Lr 

This was very well, but the Mayor and all 
others concerned, should recollect that there 
would have been no breach of the ici 
laws on the part of these peor people if there had 
not first been a violation of the laws of natural 
justice on the part of those niet in authority. 
“Generally speaking,” says the N. O. Picayune, 
‘‘the holders of these notes were men of small 
means, and the few dollars of Municipality mo- 
ney which they held, was their all.” | 

The first and second Municipalities by takin 
measures to fund their outstanding rasan 
them at once to par, and this, no doubt, tended to 
calm the excitement. The notes of the third 
Municipality became utterly worthless. 





THE BANK REVULSION. 
In every part of the country, this is producing. 


‘its natural effects. Take the following newspa~ 


r paragraphs by way of example. 
ie eas. The Harton (Con: Review 
states that withina very short time, there have been 
eight or ten failures of the most respectable busi- 
ness houses in that city, men whom every body 
thought good, and whose credit was supposed to 
be as sound as that of the Hartford Bank. 

Jerrerson Counry.—A meeting of democratic 
citizens was held at Brookville on the 11th inst., 
and amongst the resolutions adopted was one so- 
liciting the Legislature to pass a law, authorizin 
the suspension of the collecting of all debts for 
the term of one year from the first of July next. 
— Blairsville (Pa.) Record. 

The Sheriff of Estill county, on the meeting of 
the court recently, resigned his office, thereby 
causing the court to aon? without doing any 
business, and this was done simply to protect the 
people against judgments being obtained at that 
court against them, as was done in Mississippi and 
Arkansas about two years ago!—Ken. Yeoman, 

A correspondent of the Zanesville (Ohio) Re- 
publican gives a statement from the schedule of 
property sold by the Sheriff of Muskingum coun- 
ty, within a few days past, and for which specie 
was required, that shows a pressure scarcely cre- 
dible. A four horse wagon was sold at $5 50, 
hogs at 64 cents each, horses at $3, colts at $2 
to $3, cows at $1 50 to $2 00! The writer says: 

‘ Besides these, there was a store of goods, 
said to have cost several hundred dollars, sold for, 
I think, less than twenty dollars; amongst which 
I recollect a barrel of Orleans sugar, about 260 
Ibs., sold for one dollar and fifly cents the barrel! 

“T should, perhaps, state that the above sales 
were made at three different days, and in two or 
three different townships, and the result in each 
nearly the same. ‘The horses were such as have 
heretofore sold for $50 to $75 each.” 


THE FOREIGN NEWS. 


On the night of the 4th of May, a fire, supposed 
to be the work of an incendiary, broke out in the 
city of Hamburg, the great commercial emporium 
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of Germany, and continued to rage till the morn- 
ing of the 6th, when, by blowing up a number of 
houses with gunpowder, the of the flames 
was arrested. Several hundred lives were lost, 
from 1500 to 2000 houses were laid in ruins, and 
the total loss of property is estimated at not less 
than forty or fifty million dollars. 

[tis with peculiar grief we record this calamity, 
for Hamburg is an honest city—a hard 
city, and one that has retained its commercial 
honor unblemished for many centuries. “ It is,” 
as an English Journalist remarks, “one of those 
calamities which will be felt in every part of the 
commercial world. 

“Tn the midst of the confusion an incident 
occurred characteristic of the government and 
the people. A public notice was every where 
put up, stating that the vaults under the bank, 
containing the gold ard silver bars were fire proof, 
and that the bank books were all removed in 
perfect safety.” 

In England, money was, at the date of the last 
advices, the 17th and 18th of May, very abundant 
with one class of traders, and very scarce with 
another. While good bills could be discounted at 
three per cent. per annum, numerous fuilures were 
taking place in the metropolis and the mannfac- 
turing towns. One of the heaviest houses in 
Manchester, stopped payment on the 14th, 

The prospect of the crops was good. 


BANK AND CHURCH. 

The General Assembly of the Presbyterian 
Church (old schoo!) has, as appears from a report 
made to it on the 3rd of June last, the following 
amounts invested in stock. 


2 shares Bank of North America, 
. Philadelphia Bank, 
. Mechanics Bank of Philadelphia, 
Bank of Penns) lvania, 
Bank of United 8 ates, 
North American Insurance Co., 
Pennsylvania [usu ance Co., 
Planiers’ Bank of Mississippi, 
. Agricultura! Bank of Mississippi, 
. Grand Gulf Bank of Mississippi, 
. Mer. & Mec. Bank of Whe-:ling, 
Mer. & Man. Bank of l'ittsburg, 
Planters’ Bank of Tennessee, 
Union Bank of Teunessee, 
Bank o° Mobile, . 
. Bank of Louisville, 
do. Chel. & Willow Gr. Turnp. Co., 
Phila. & Wilm. Railroad bonds, 


$0,800 00 
2,000 00 
82s 00 
400 Ov 
1,100 00 


ererose BE 
ESSsssessyse 
Sssasesesexzees 


10 

$1020 
$136,339 62 

These stocks were estimated on the 27th May, 1842, by 
Charles Macalester, Thomas Wickersham, and Joseph Swift, 
brokers, to be worth, at that time, $46,705, showing an esti- 
mated loas of $ 9,634 62. 

So much for the unholy connection of Bank and 
Church. If any one had proposed to invest the 
funds of the Church in doltery tickets, the whole 
body of clergy and laity would have been “ horri- 
fied” at such a proposal. But those who had the 
management of the financial concerns of the 
General Assembly, chose to employ its funds in a 
far worse kind of gambling, to wit, in paper mo- 
ney banking, and no one ought to regret the loss 
that has consequently been sustained, 


BANK DEFAULTS, 


In our 23rd number, we inserted a paragraph from the 
Public Ledger of this city, in which, among ethers, Levi 
Eckley, of Macen, Georgia, was charged with being adefaul- 
ter. An Augusia correspondent of the Charleston Courier, 
denies, in very indignant terms, the truth of this charge. 
The statement appeared originally in a Charleston paper. 
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‘ CHAPTER XXII. 
wit ® : 
Of Banking from 1829-30 fo 1832-33. 


- Towarps the close of the year 1829, mo- 
ney became plenty. For this, various causes 


‘may be assigned. One of the chief was the 


extensive dealings of the United States 


-Bank. 


This institution had, early in 1823, devised 
a plan for extending its operations, and in that 


year discontinued the practice of paying out 
‘the notes of the local banks, and renewed the 


praetice of receiving the notes of all its 
But the condition of things was 
such, that, towards the close of the year, its 
circulation was diminished, instead of being 
increased. It stood, in November and De- 


-cember, at $4,081,842, which was less than 


it was at any previous period, except the 
three months which immediately followed 
the first opening of the doors of the bank at 
Philadelphia. 

In 1824 and 1825, the Bank increased its 
active capital, by the sale of three or four 
millions of forfeited bank stock. It was by 
this operation, by adding upwards of three 
millions to its circulation, and by straining its 
eredit, that it was enabled in these years to 
lend ten millions to government. A part of 
the plan of the bank was to extend its deal- 
ings in dofhestic exchanges. ‘This it natu- 
rally preferred to increasing its business in 
other commercial securities, as on these it re- 
ceived only discount, whereas on bills of ex- 
change it received both discount and premi- 
um. Being the depositary of the public 
funds in various parts of the Union, it pos- 
sessed great advantages for dealings in ex- 
change, especially as the greater part of the 
public revenues was received in those cities 
which had naturally the rate of exchange in 
their favor. The operations of the bank in 
its exchange dealings are thus described by 


-its president. 


“The crop of Tennessee is purchased by 
merchants who ship it to New-Orleans, giv- 
ing their bills founded on it to the branch of 
Nashville, which furnishes them with notes. 
These notes are in time brought to New- 
York for purchasing supplies for 'Tennes- 
see. They are paid at New-York, and 
the Nashville Bank becomes the debtor of 
the branch at New-York. ‘The Nashville 
branch repays them by drafts, given to 
the branch at New-York on the branch at 
New-Orleans, where its bills have been sent, 
and the branch in New-York brings home 

2* ) 
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the amount by selling its drafts on the branch 
at New-Orleans ; or the New-Orleans branch 
This very plan of circulation, is the 
basis of the whole interior trade of the United 


States.” 


The trace bagisidf the interiot tradeiof tite 
United States, is the fertility of the soil and 


the industry of the people. The sun would 


shine, the streams would flow, and the earth 
would yield her increase, if the Bank of the 
United States was not in existence. What 
is now performed by it in the way of ex- 
change dealings, would, if there were no cor- 
porations, be as well performed by private 
exchange merchants. Perhaps they could 
not perform it at quite as low arate, for they 
would have to provide a capital of their own, 
whereas the United States Bank performs it 
by the control it has of the public deposits, 
and by means of the credit its charter gives it 


in different States. Employing no capital of 


its own in the business—the whole affair be- 
ing a mere paper transaction between the bank 
and its branches, it may well afford to do it 
cheap. It may, however, be questioned, if 
the reduction of the price of exchange below 
its natural rate, is an equivalent for the evils 
which must necessarily ensue from the sub- 
stitution of the discretion of the officers of 
the United States Bank and of its twenty-five 
branches for the laws of nature. Whenever 
and wherever the Bank of the United States 
reduces exchange below its natural rate, it 
removes the only effective check on over- 
trading. This in a short time makes neces- 
sary a reduction of discounts, and thus we 
have in the exchange dealings of the United 
States Bank a new element’ of commercial 
vicissitude. If there were no paper-money 
institutions, the rate of domestic exchange 
would be regulated by the cost of transport- 
ing specie from one part of the country to 
another. ‘This, even between the most re- 
mote parts of the Union, would not exceed 
two or three per cent., and it would be better 
to pay this per centage than to be exposed to 
all the evils of an interminable series of ex- 
pansions and contractions. 

There was, however, a serious obstacle to 
extending the operations of the bank as far as 
its officers thought desirable. It was physi- 
cally impossible for the president and cashier 
of the parent bank to sign all the notes wanted 
for the branches: and Congress, though re- 
peatedly solicited, had refused to give au- 
thority to any other persons to sign notes for 
circulation. Counsel was then taken of some 
distinguished legal characters, and they de- 
clared that the issue of small drafts signed by 





5 


3000010879734 


+ 
A 


net/2027/inu. 


.handle. 


https://hdl 


.hathitrust.org/access use#pd-google 


/ 
/ 


GMT 


2020-12-31 15:35 


~) 


on 


Louis 


J/\.n Nal 


Generated at Washington University in St. 


Public Domain, 








J/ WWW 


http: / 


/ 
/ 


Google-digitized 


394 . A SHORT HISTORY 


the officers of the branches, either upon one 
another, or upon the parent bank, was not 
prohibited by the charter. The issue of 
these drafts was accordingly commenced in 
1827, and a great increase of paper medium 
has followed. ‘The president of the institu- 
tion has said, ‘If branch drafts had not been 
issued, no notes at all could have been issued, 
from the mere physical impossibility of pre- 
paring them. But branch drafts do not in- 
erease the circulation more than branch notes 
would.”’ This is true, but the physical im- 
possibility was made known to Congress, 
when application was made for authority to 
be given to other persons besides the presi- 
dent and cashier to sign notes for circulation. 

In answer to a question propounded by 
Mr. Cambreleng, ‘In what manner can a 
national bank diminish the circulation of 
country banks, with which it has no transac- 
tions, except by reducing its own circula- 
tion ?’’ the president of the bank replied,— 
** Very easily and very naturally. ‘The very 
increase of the circulation of a national bank 
may be the most efficient cause of the reduc- 
tion of a State bank, and in this way:—a branch 
is near a local bank—the branch notes are 
more valuable than the local notes—the local 
notes are exchanged for the branch notes at 
the branch bank, which thus becomes the 
ereditor of the local bank, and makes it pay 
its debts, and thus reduce its circvlation.— 
Now almost all State banks stand in this re- 
Jation to the bank and its branches.”’ 

This is sufficient to show that the embar- 
rassments of 1828 were produced in part by 
the conflicts between the United States Bank 
and the loeal banks for the circulation. En- 
couraged by the success of its experiment, 
the United States Bank took measures for ex- 
tending the operations of its older branches 
and for establishing new ones. It felt pretty 
secure in the emission of branch drafts, for 
they were made payable at a distance of five 
hundred or a thousand miles from the places 
in which they were issued, and though re- 
ceivable everywhere in payment of debts to 
government, could at any time be refused to 
be received in payment of debts due to the 
Bank. The Bank did, indeed, and still does, 
receive these branch drafts on deposit, at all 
its offices. ‘This was necessary to give the 
drafts a general circulation. But if it should 
at any time become the interest of the Bank 
not to receive them, it has only to say so, and 
the merchants will, as they were in 1818-19, 
be denied the privilege of paying debts due 
to the Bank in the paper of the Bank. A 
portion of the paper of each of the twenty- 
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five offices, being distributed through each of 
the twenty-four States, each office may, in 
case of a ‘panic,’ be delivered from the 
effects of a “run,’’ by a refusal to receive or 
to discharge any but its own drafts. 

Under these circumstances the Bank in- 
creased its issues, and it is evident that after 
these issues were swelled to a certain amount, 
they afforded a basis for new issues by the 
State banks. It is well known that the coun- 
try banks of Pennsylvania discount as freely 
on deposits of Philadelphia notes as on de- 
posits of specie; for Philadelphia notes are, 
they say, ‘‘as good to them as specie,’’ or 
even better, inasmuch as exchange is usually 
in favor of Philadelphia. ‘The banks through- 
out the Union regard United States Bank 
notes and drafts in much the same light as 
the country banks of Pennsylvania regard 
Philadelphia paper; because balances are con- 
stantly accumulating against them, in the 
United States Bank, through that institution 
being made the depositary of the public funds, 
and through its many extensive transactions. 
‘The operation was briefly this :—local bank 
notes, which circulated freely nowhere but in 
the neighborhood of the banks which issued 
them, were exchanged at the offices of the 
United States Bank for branch drafts which 
were made to circulate everywhere. This 
diminished the circulation of the State banks, 
and increased that of the United States Bank. 
The circulation of the Bank of the United 
States being increased, a number of its notes 
were received by the State banks either on de- 
posit or in payment of debts due to them by in- 
dividuals. The local banks finding they had 
on hand a considerable amount of United 
States paper, which was ‘as good to them as 
specie, or even better,”’ began to issue their 
own notes more freely. A portion of these 
were received by the United States Bank, 
and the State banks, on payment being re- 
quired, satisfied the demand with branch 
drafts. Each extension of the business of 
the United States Bank in exchanges, in- 
creased its circulation of branch drafts, and 
each increase of branch drafts, after the new 
mode of operation was fairly established, 
enabled the State banks to increase their is- 
sues, by providing them with means to meet 
such demands against them as might be made 
by the United States Bank. 

From the reports made to the Legislature 
of Pennsylvania, in November, 1828, by the 
various banks of the State, and by the Bank 
of Pennsylvania, in February, 1829, it ap- 
pears that their circulation then amounted to 
7,238,991 dollars, and their deposits to 
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6,221,037 dollars—total 13,460,028 dollars. a decline of the trade with China, contributed . 
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From similar reports made in November, 
1831, it appears that their circulation was 
8,753,092, and their deposits 7,736,747—to- 
tal 16,489,839 dollars. ‘This shows an in- 


crease in the local bank medium of Pennsyl- | 


vania, of three millions of dollars, or about 
twenty-two per cent. between these dates. 

Mr. Cambreleng states, that between the 
Ist of January, 1830, and the Ist of January, 
1832, the country banks in the State of New- 

York had increased their circulation from 
3,974,345, to 8,622,277 dollars. ‘The in- 
crease in 1831, in the circulation of the banks 
of New-York, Massachusetts, Rhode Island 
Pie cane Tania not including the banks of 
"hiladelphia, is estimated by him at eight 
millions. 

The gross circulation of the Bank of the 
United States in January, 1829, was 13,391,- 
110 dollars, and in January, 1822, it was 
24,630,747 dollars. ‘The nett circulation was, 
at the first of these periods, 11,901,656—at 
the second it was 21,250,545 dollars. The 
increase in the nett circulation was about 
seventy-eight per cent. 

Other causes besides the new mode of ope- 
ration adopted by the United States Bank, 
contributed to this increase of currency.— 
Multitudes of those who were ruined by the 
events which followed the war, had found re- 
lief in death. Others had sought an asylum 
in the poor-house. ‘The children of others 
had become old enough to till, as hirelings, 
the farms their fathers once owned. A new 
generation of business men had come on the 
stage of action, and the incidents of 1818-19 
were fast fading from the minds of those who 
were then old enough to be observant of the 
course of affairs. In such a country as the 
United States, the silent operations of society 
work great changes in a period of ten or 
twenty years. Pernicious as the banking 
system is, it cannot exhaust the natural 
sources of wealth, or destroy that desire in 
men to better their condition, which is the 
main-spring of action. ‘The country was 
more populous and more wealthy than it was 
at any previous period. It could bear more 
banking, and more banking it was made to 
bear. . 

The combined operations of these causes 
began to be very visible in their effects in the 
latter part of 1829, after the embarrassments 
caused by a pressure in Europe were over. 
‘The rise of property on Market street, Phila- 
delphia, was a subject of newspaper boast in 

November. 

An increase of the trade with Mexico, and 


to swell the amount of specie in the country. 
In 1830, the exports of gold and silver were 
only 2,178,773 dollars, while the mie 
were 8,155,964. <A method adopted by 
the Bank of the United States, and imi- 
tated by private capitalists, of drawing bills 


on England to be negotiated beyond ete . 


of Good Hope, was one of the causes w 
in this year, diminished the export of gold 
and silver. ‘The committee of Congress say, 
‘‘this new method of dealing in bills of ex- 
change does not economise the specie of the. 
country at all. Itis a universal law of draw- 
ing, that the funds must either go before or 
follow after the draft to honor it at maturity ; 
and whether it goes directly or circuitously, 
the funds to discharge it must sooner or later 
arrive at the place of payment. ‘These bills 
are to be paid in England, but they go round 
the Cape of Good o before they reach 
their place ofdestination. Instead, therefore, 
of sending the specie directly to India and 
China, as formerly, who does not perceive 
that it must now be sent to England, the 
country upon which these bills are drawn, 
there to meet them upon the arrival at the 
place where they are to be paid? The Bank 
consequently becomes the shipper of the spe- 
cie, to pay its bills, in place of the merchant, 
to purchase his merchandize in the East In- 
dies. It is simply and purely nothing but a 
change of the destination of the specie, with 
only the advantage of its going to London. 
‘‘The supplying of bills encourages an 
operation which commences and ends with- 
out the employment of any capital whatever, 
and is similar in character to respondentia 
securities. ‘The buyer is enabled, within the 
term of credit, to make the voyage, dispose 
of his goods, and obtain from the proceeds 
the funds to meet his obligation, and the Bank 
to transmit the same to the place upon which 
the bills are drawn, (which are at six months’ 
sight,) long before they become due. It 
would seem to produce a greater export of 
specie, eventually, than would otherwise take 
place, if the operations were commenced with 
specie, and not with bills purchased in the 
manner described: for the merchant, relying 
upon his immediate resources, would not en- 
gage to such an extent in the business, and 
would combine in the operation much of the 
produce of the country, whereas, relying 
upon an extensive credit, he hazards every 
thing on the success of the enterprise. It is 
a species of speculation in trade, leading to 
great risks, and certainly terminating in over- 
trading—the evils of which the country is 
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now sorely experiencing. By loans of a 
similar character by insurance companies, 
providing funds for traders to China, govern- 
ment has sustained more loss than in any 
other branches of trade.” 

All this is true enough, but this method of 
drawing bills to be negotiated beyond the 
Cape of Good Hope, enables the banks to 
increase their issues, inasmuch as it defers the 
demand for specie for six months, a year, or 
longer. It contributed, with other causes, to 
swell the amount of silver in the vaults of the 
banks, in the latter part of 1829, and in 1830, 
and 1831. 

In March, 1830, the Bankof the United 
States had in its vaults 8,038,246 dollars, 
which was more than it ever had before. In 
December, the banks of the city of New-York 


complained that they had so much specie, that 


they did not know what to do with it. The 
amount in their vaults was said to be seven 
millions. 

Throughout 1830, and the greater part of 
1831, the banks generally extended their op- 
erations. Money was unusually plenty, and 


little embarrassment was suffered, except 


what was produeed by the action of the banks 
on one another, in their struggle to determine 
which should eirculate the most paper. “The 
effect in Philadelphia was to raise property, 
in many parts of the town, as high, or nearly 
as high, as it was during the suspension of 
specie payments. Great part of Market 
street was rebuilt with elegant stores. Rents 
rose enormously in business places. The 
trade with the western country was increased 
greatly; and speculation showed its activity 
in a variety of forms. In almost every part 
of the country, the same effects were ob- 
servable, in either a greater or a less de- 
ee. 

This continued till October, 1831, when 
‘‘an active demand for money”’ began, the 
consequences of which have since been felt 
in various parts of the country in various 
forms. 

The President of the United States Bank, 
in a letter dated April 16th, 1832, addressed 
to Mr. Clayton, the chairman of the commit- 
tee of Congress, gives the following account 
of the state of affairs : 

‘*In addition to the business of domestic 
exchange, the amount of local loans has 
increased, owing to the greater demand for 
the use of money during the last year, and 
the conversion into the more active form of 
business of the stocks repaid by government 
to the Bank. ‘The first grew naturally out of 
the state of trade. For eighteen months, the 
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want of employment for capital, and the de- 
rangement of industry arising from political 
and other causes, rendered money very abun- 
dant in France and England, the two coun- 
tries whose situation so much influences our 
own, and produced a corresponding ease and 
plenty in the United States, while at the same 
time, the disturbed state of Europe, and the 
cholera which interposed new obstacles to 
trade, with certain parts of it, naturally di- 
rected the manufacturers of England and 
France to this country, which is by far the’ 
best and safest market for their productions. 
These circumstances occasioned, during the 
past twelve months, an unusual importation 
of foreign merchandize. While the treat- 
ment of this temporary commercial disease 
was in progress, the sufferers naturally looked 
for the cause of it everywhere but in them- 
selves, and the Bank was reproached with 
having contributed to occasion the importa- 
tions. Without going into detail, one single 
fact is quite decisive on this subject. It will 
be seen from the following official statement, 
marked B, that the large importations last 
year, began with the month of April, and of 
course they must have been founded, so far 
back as the Bank was concerned, on the state 
of things in this country a month or two pre- 
vious, say the month of March last. Now, 
it will be seen from the state of the bank before 
the committee, that, fornearly two years before 
the month of March last, (1831,) the local dis- 
eounts of the bank had undergone no percep- 
tible increase—those for July, 1829, being 
$34,196,000, and those for March, 1831, be- 
ing $34,220,000, an increase within that pe- 
riod of only 24,000 dollars.” 

This does not appear to be a correct mode 
of viewing the subject. ‘The exchange deal- 
ings of the Bank ought to be taken into con- 
sideration as well as the local discounts. — 
They contribute quite as much to credit traf- 
fic. Itis through them the Bank is able to 
circulate its branch drafts. ‘The arrival of 
these branch drafts in the great Atlantic cities, 
is, as the president of the Bank has stated 
elsewhere, ‘ the signal of relief to the south- 
ern and western traders.”” ‘The receipt of 
them at the office at New-York, was nearly 
twelve millions in the year 1828, and up- 
wards of eleven millions in the year 1829. 
The receipt of them at Philadelphia, and at 
the three offices of New-York, Baltimore, 
and Boston, amounted to upwards of thirty- 
seven million dollars, in the two years of 
of 1828 and 1829. It is with these branch 
drafts that the southern and western mer- 
chants pay for foreign merchandize. It is 
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with these the importer pays the duties to the 


government. Nothing, therefore, can con- 
tribute more efficiently to an incgeaeat 4 im- 


ports. 
-** The large importations must on been 


founded, so far as the Bank was concerned, 
on the state of things in this country a month» 


or two previous.” This is unquestionable, 
and the state of things in this country was 


then affected by the new system of operations. 


begun by the Bank in 1827. Between the 
two dates mentioned in the extract, the nett 
circulation of the United States Bank had 
been increased from 13,780,847 to 16,933,- 
122, or about twenty-two per cent., and 
though the increase in the circulation of the 
local banks maynot have been in the same 
proportion, there is reason to believe it was 
considerable. It may be admitted that the 
state of trade in Europe, and perhaps the 
cholera, tended to swell the importations, but 
any disposition to over-trading thereby in- 
duced, would, if we had been without mo- 
ney ed corporations and without paper-money, 
soon have been checked by the necessity of 
paying cash, or at least making engagements 
to pay in specie. 

‘The president of the Bank proceeds as fol- 
lows : 

‘¢ Without having contributed to produce 
them, the Bank found, about nine months ago, 
large importations, requiring for their diffu- 
sion through the country, increased facilities 
connected with banking: having the means 
of giving them—being in fact created for the 
purpose of giving them—it gave them ; it had 
the means of giving, because, in the early 
part of the year, it had been strengthened for 
business, purposely, by the addition of two 
millions of its funds in Europe transferred 
home, by the repayment of about ten millions 
of the funded debt paid back by government 
since, October, 1830, making an increase of 
active means amounting to twelve millions. 
When, in the progress of a few months, the 
continuance of these importations, and the 
revenue which had accrued on them, pro- 
duced an effect on the actual state of the mar- 
ket, the Bank applied itself immediately to 
correct any disadvantages from it to the com- 
munity. The actual position of things was 
simply this: ‘There were large importations 
requiring means of remittance to Europe to 
pay for them: there were large amounts of rev- 
enue due to government, amounting in New- 
York alone, from March, 1831, to March, 
1832, to nearly seventeen million dollars, re- 
quiring great forbearance towards the debtors. 
In the meantime, the southern produce, which 
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furnishes the greater part of the means to pay 
for these importations, was, owing to a great 
variety of causes, the state of the crops and 
the weather, unusually late in appearing.— 
This, therefore, was the condition of the 
country: an unusual importation, an unusual 
amount of debts payable to government, and 
an unusual delay in receiving the ordinary 
means of meeting these demands. Undoubt- 
edly, if the Bank had chosen to adopt sucha 
course, it would have been easy, by an imme- 
diate diminution of its loans, to place itself 
out of the reach of all inconvenience, but it 
would, at the same time, have inflicted very 
deep wounds on the community, and seriously 
endangered the revenue of government.— 
These exertions of mere power have no at- 
traction, and it was deemed a far wiser policy 
to deal with the utmost gentleness to the 
commercial community, to avoid all shocks, 
to abstain from countenancing all exaggera- 
tions and alarms, but to stand quietly by, and 
assist, if necessary, the operations of nature 
and the laws of trade, which can always cor- 
rect their own transient excesses. Accord- 
ingly, the whole policy of the Bank for the . 
last six months, { preceding April 16, 1832, } 
has been exclusively protective and conserva- 
tive, calculated to mitigate suffering, and yet 
avert danger. ‘The point where these im- 
portations occurred, and where the revenue 
was payable, was New-York. ‘The whole 
force of the institution was, therefore, di- 
rected to strengthen that place, and the distant 
branches were directed to avoid incommoding 
it, and the Atlantic branches near to it, by 
drafts upon them, but to pay their balances to 
them with as little delay as the convenience 
of their respective localities would permit. 
This is the whole policy of the Bank for the 
last six months. It will be seen, therefore, 
that without a diminution, there has been an 
actual increase of business in New-York, and 
a large increase of the domestic bills of the 
branches: the increase in New-York being 
for the purpose of protecting the interests 
there, and the increase of the bills being the 
remittances from the west and south to sus- 
tain New-York and the southern Atlantic 
branches. In the meantime the Bank, out of 
its own accumulations, and its own credits in 
Europe, supplied, since the first of Septem- 
ber last, the means of remittances in its own 
bills to the amount of $5,295,746 52, and 
parted with its surplus specie to the amount 
of 5,000,000, making an aggregate contribu- 
tion to the commerce of the country of $10,- 
295,746 52.” 

The letters from the cashier of the Bank at 
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Philadelphia, to the cashiers of the branches, 
in the months of October, November, Decem- 


ber, January, and February, 1831-32, exhi- 


bit a remarkable example of the manner in 
which the operations of the Bank * assist the 
operations of nature, and the laws of trade, 
which can always correct their own transient 
excesses.”” ‘The general directions to the 
cashiers were to shape their business, not ac- 
cording to the natural demands of trade in 


their immediate vicinity, but according to the 


special demands of the banks in New-York, 
and other Atlantic cities. They were to 
withhold local accommodations, and to pur- 
chase bills of exchange, on particular places, 
thus increasing facilities to one class of deal- 
ers, and denying them to others, when it was 
as likely as not that regard to the interests of 
the community in the neighborhood of its 
offices, would have required an increase of 
Jocal discounts, and a diminution of exchange 
dealings, or exchange dealings of a different 
character from those which were ordered. It 
may be doubted if any board of men sitting 
in Philadelphia, is able to direct money ope- 
rations, in many and remote parts of the 
Union, without inflicting injury on the com- 
munity, especially when that same board has 
on its shoulders the additional burden of regu- 
lating the foreign exchanges of the country. 
It may be doubted if the discretion of any 
board, however scientific, and however expe- 
rienced, is an adequate substitute for ‘* those 
operations of nature and laws of trade,” 
which, if left to themselves, ** can always cor- 
rect their own transient excesses.”’ 

The reduction of accommodations at the 
Bank in Philadelphia, between the 5th of 
January and the 29th of March, 1832, was 
$1,810,408 37, including both promissory 
notes and bills of exchange; at the office at 
Boston, between the 5th day of January and 
the 29th of March, it was $167,860 85, on a 
discount line of less than two and a half mil- 
lion dollars ; and at the office at Baltimore, be- 
tween the 16th of January and the 2d of April, 
it was $123,741 63, on adiscount line of little 
more than two million dollars. At the office 
at New-York, the local discounts were, as Mr. 
Biddle states, increased, but the dealings in ex- 
change were diminished, so that the actual re- 
duction of commercial accommodations at that 
office was $259,305 43, between the 4th day 
of January and the 28th day of March. Atthe 
Bank in Philadelphia, the reduction between 
the 5th of January and the 5th of April, fell 
a little short of twenty percent. of the whole 
amount of accommodations. 

It appears, from a letter of the cashier of 
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the Bank in Philadelphia, dated November 
24th, 1831, that the orders issued in October 
were, at some of the western offices, ** unfor- 
tunately misunderstood. At some of them, 
our cashiers ceased checking altogether upon 
Philadelphia and New-York, and at Nashville 
the board refused very large amounts of prime 
bills upon your city, (New-Orleans, ) and have 
thus dried up a few of the rills by which the 
stream of exchange would have been swelled 
in its course towards you and thence to us.” 
Thus, it seems, that in addition to the evils 
to which the country is exposed, from the 
attempts of the Board at Philadelphia, to con- 
trol the whole course of foreign and domes- 
tic exchanges, and through them the whole 
train of commercial operations—attempts 
which, from the imperfections of human na- 
ture, must necessarily be productive of evil— 
we are exposed to other evils from the offi- 
cers of distant branches misunderstanding di- 
rections. 

Explanations of the orders of the Bank 
were then given to such of the branches as 
had misapprehended them, and it must be 
stated, in justice to the cashiers of the south- 
ern and western offices, that they obeyed or- 
ders so well, that, though there was a reduc- 
tion of dealings to the extent of two millions 
and a half at Philadelphia, New-York, Bos- 
ton, and Baltimore, there was an increase be- 
tween October, 1831, and March, 1832, of 
more than a million in the nett circulation of 
the bank, of more than six millions in the 
bills of exchange, and of more than eight mil- 
lions in the total of discounts and bills. 

‘The Bank perceived in February that it 
was necessary to change its policy, for branch 
drafts came from the south and west in such 
quantities into the great Atlantic cities as to 
threaten difficulties of another nature. Or- 
ders were then issued to the branches to keep 
down their business, as well in bills of ex- 
change as in local discounts. Notwithstand- 
ing this direction, the bills of exchange were, 
by May, increased to twenty-three millions, 
and the aggregate of discounts and bills to 
seventy millions. 

The immediate causes assigned for the 
movement in October, were directions from 
government to pay off six or seven millions 
of the public debt. Orders to pay off asmall 
additional amount, only one million and three- 
quarters, in April, are specially mentioned, 
in the instructions given to the southern and 
western branches, why they should shape 
their business so as to. assist the principal of- 
fices in the Atlantic cities. If the govern- 
ment had been willing to leave the national 
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debt unpaid, and to suffer the Bank to have 
eee funds to trade upon, the Bank would, 
perhaps, have kept on expanding. But the 
‘government was, very properly, desirous of 
discharging the national debt while it had the 
means: and expressed a wish in March, to 
pay off in July one half of the three per 
cles This rendered necessary a new move- 
ment on the part of the Bank, the particulars 
of which are thus related by its chief offi- 
cer. — 
_“*T received a letter from the acting secre- 
tary of the treasury, dated the 24th of March, 
1832, informing me that the government was 
about to issue a notice on the Ist of April, of 
their intention to pay on the Ist of July next, 
one half of the three per cent. stock, and to do 
it by paying to each stockholder one-half the 
amount of his certificate, He added, ‘If any 
objection oceurs to you, either as to the 
amount, or as to the mode of payment, I will 
thank you to suggest it.’ 

**'Thus invited by the government, in a 
communication marked ‘ confidential,’ to give 
my opinion on a measure contemplated by 
the government, I felt it my duty to express 
my views of its probable operation. In my 
reply, therefore, dated the 29th of March, I 

_ stated, ‘ that so far as the bank is concerned, 
no objection occurs to me, it being sufficient 
that the government has the necessary amount 
of funds in the bank to make the contemplated 
payment.’ I then proceeded to observe, that 
in the present situation of the mercantile com- 
munity, and with a very large amount of 
revenue, [amounting to nine millions, | to be 
paid before the Ist of July, the debtors of the 
government would require all the forbearance 
and all the aid which could be given to them; 
and that the payment proposed, by creating a 
demand for the remittance of several million 
dollars to the European stockholders, would 
tend to diminish the usual facilities to the 
debtors of the government, and might endan- 
ger the punctual payment. For this reason, 
I thought it for the interest of the govern- 
ment to postpone the payment till the next 
quarter. 

“After weighing the circumstances, the 
government was desirous of adopting the 
measure ; but the difficulty I understood to 
be this, that the sinking fund would lose the 
quarter’s interest, from July to October, of 
the sum intended to be paid in July, and that 
the government did not feel itself justified in 
making the postponement, unless that interest 
could be saved; but that it would be made, 
provided the Bank would make the sinking 
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fund whole on the Ist of October. To this 
I said, that, as the Bank would have the use 
of the fund during the three months, it would 
consent to save the sinking fund harmless, by 
paying the three months’ interest itself. And 
so the matter stands.” _ » deat a ak 

It was not long, however, before the Bank 
discovered that it would be as inconvenient to 
pay the European stockholders in October, as 
topay themin July. One of the directors then 
made a voyage to Europe, and an arrange- 
ment was made through the medium of a pri- 
vate banker in London, by which the reiin- 
bursement of a portion of the three per cents. 
was deferred for a further period. 

It is thus by means of its credit with go- 
vernment, and its credit in Europe, that the 
Bank has sustained itself during the last six 
months. And it is well for the community 
that the Bank enjoys this credit. From the 
accounts recently published, it appears that 
its circulation was reduced, from March to 
November, more than twenty per cent. A 
further diminution would, by its operation on 
the local banks, have added greatly to the 
sufferings which the commercial community 
endured during the last year. If we except 
the real estate held by the Bank, and the spe- 
cie in its vaults, all its capital and all its credit 
may be regarded as invested in promissory 
notes and bills of exchange, and it cannot pay 
to the public creditors the funds intrusted to 
it for that purpose, without making a reduc- 
tion of commercial accommodations in a cor- 
responding amount.. The reduction during 
the past year was quite as great as the com- 
munity could bear; and though the govern- 
ment has just cause of complaint, inasmuch 
as the sinking fund was not made whole on 
the 1st of October, according to agreement, 
it ought, perhaps, not to be very severe in its 
judgment, as an attempt to fulfil the contract 
literally, would have occasioned a great pres- 
sure on the people. 

The president of the Bank said, in his let- 
ter to Mr. Clayton, in April, 1832, speaking 
of the plan of operation adopted in October, 
1831, ** This has given time for the opera- 
tions of the laws of trade: the country is re- 
covering from the temporary inconvenience ; 
the over-stocked market, by checking prices, 
has checked farther importations ; the south- 
ern crop so long delayed, is coming forward : 
the exportation of specie has ceased; the im- 
portations of specie, postponed by the trou- 
bles of Mexico, are resumed; and in a short 
time, the whole operation will rectify it- 
self.” 
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The inconvenience has, however, contin- 
ued to the present day, and if a man of Mr. 
Biddle’s great powers of mind, still thinks 
the embarrassments of the people are such as 
spring only from the “ vibrations of trade,”’ 
having their origin in natural causes, and that 
they are in no way increased by banking op- 
erations, it must be that his situation at the 
head of the banking system, has had an influ- 
ence on his judgment. He speaks of its be- 
ing natural for men to look for the cause of 
their sufferings every where but in themselves. 
With equal truth it may be affirmed that 
statesmen, and men whose situation gives 
them the power of statesmen, are apt to at- 
tribute the sufferings of the community to any 
cause but their own measures. 

If it should still be denied that the opera- 
tions of the United States Bank in particular, 
and of the local banks in general, contributed 
to that state of things which led to the exces- 


sive importations in the spring of 1831, it 


must be admitted that the subsequent mea- 
sures of the banks have contributed to pro- 
duce the heavier importations of 1832. It 
would be very illogical to argue that the 
‘¢ cholera,’ when it visits the north of Europe, 
forces the trade from it, and that when it visits 
the United States, it brings an increase of 
trade along with it. There must be some 
other cause than the ‘‘ cholera’’ for the exces- 
sive importations of the last year. Mr. Bid- 
dle, in the essay he published in 1828, pointed 
out very clearly the manner in which over- 
banking leads to over-trading. 


In October 1829, the statements of the 
United States Bank showed a total of dis- 
counts and bills of exchange of $39,960,052, 
and in May 1832, a total of $70,428,070.— 
In the short period of two years and seven 
months, there was an increase of $30,668,018 
in the accommodations the Bank afforded to 
dealers. At the same time the local banks 
expanded ; and if such causes will not affect 
trade, it is hard to say what will. 


The present amount of currency would be 
redundant, if over-banking had not induced 
over-trading. But in the present condition 
of things, men cannot, notwithstanding the 
abundance of paper-money, meet their en- 
gagements with ease; and their embarrass- 
ments are, at particular times and particular 


' places, increased by the action of the banks 


on one another, and by a system of exchange 
dealings in which the interests of the com- 
munity in one town or in one State, are made 
subordinate to the interest of a banking office, 


perhaps five hundred or a thousand miles dis- 
tant , 


Such consequences are inseparable from 
the present system, and must not be ascribed 
to faults in the men who manage it. Under 
another President and another Board of Di- 
rectors, the Bank of the United States might 
not have committed precisely:the same faults, 
but it might have committed faults which 
would have inflicted still greater evils on the 
community. A President and Board of Di- 
rectors who would refuse to take the measures 
necessary to raise the rate of dividends, and 
the price of shares as high as possible, would 
be very unpopular with the stockholders, and 
would, probably, soon be dismissed from their 
official stations. 

If the State banks were made the deposi- 
taries of the public funds, and if their notes 
were made receivable in payment of duties, 
the evils of the system would be increased. 

If the government should, after the expira- 
tion of the present charter of the United States 
Bank, resolutely refuse to receive any thing 
but gold and silver in payment of debts, and 
also refuse to employ any bank as an agent 
in its fiscal operations, the evils of the system 
would be greatly diminished. 





CHAPTER XXIII. 


Extent of Banking Operations at Differ- 
ent Periods. 


For many years a veil of mystery was 
thrown over the operations of the banks.— 
It was, previous to the dissolution of the old 
Bank of the United States, so thick a veil, 
that Mr. Bland, a member of Congress from 
Maryland, said, *‘ the nature of the loans, the 
deposits, and all the bargains, dealings, and 
contrivances, between the government and the 
Bank, are wholly invisible to the public.” 

Dr. Bollman, who undertook the defence 
of the Bank, after mentioning that the nature 
of banking operations was but little under- 
stood, spoke of ‘an idea prevailing with those 
whom curiosity and a turn for research has 
led to investigate the subject more deeply, 
that the interest of these institutions, as well 
as their usefulness, required the preservation 
of what they deem salutary prejudices con- 
cerning them.’ The doctor justified such 
revelations as he made by the necessity of the 
case. 
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FRENCH BANKING. 


Or all paper money banks, we like the Bank 
of France the best, probably because it has the 
least to do with this instrument of deception, It 
issues no notes of a less denomination than five 
hundred francs, equal to about uinety-four dollars 
of our money; and, as will be seen by inspecting 
the following table, the specie in its vaults has, 
for many years, been on an average nearly equal 
in amount to the notes it has had in circulation. In 
the original the sums are expressed in francs < 
but we have reduced them into dollars for the. 
convenience of our readers. 
Specie. 


Circulation. 


‘= From 1799 to 1808, 4,894,500 $10.052,812 
, «1809 to 1818, 11,125,125 15.052.812 
“ 1219 to 1228, 30,10),312 34,107,750 


35.382.375 40,074,375 
20,377,687 24,622,127 

In some years the amount of specie in the vaults 
of the Bank, has actually exceeded the amount of 
its notes in circulation. This was the case in 
1839, when the specie was, on an average, $42,- 
606,187; and the notesin circulation, on an aver- 
age, only $39,888,937. It was also the case in 
1838, when the average of specie was $50,437,- 
500, and of circulation, only $39,375,000. In 
that same year, the specie in all our American 
banks amounted to only 35 millions, while their 
circulation exceeded 116 millions. Such is the 
difference between French and American bank- 
ing :—a difference chiefly owing to the Bank of 
France issuing no notes of small denominations. 

In 1840, the question of renewing the charter of 
the Bank came under consideration, and some 
persons were anxious that the privilege should 
be granted to it of issuing notes of as low a de- 
nomination as 250 francs, or about 47 dollars of 
our money. But the Chamber of Commerce of 
Paris, opposed it, and the Committee of the Cham- 
ber of Deputies to whom the subject was referred, 
declared against it. 

The Bank of France has several branches. 
Those at Reims, St. Etienne, St. Quentin, and 
Montpelier, were in full operation in 1839; but 
all the paper they were able to circulate, did not 
amount to half a million of dollars. Additional 
branches have since then been established at Gre- 
noble and Angouleme, and perhaps at other 
places. 

Besides these, there are in Bordeaux, Marseil- 
les, and other large cities, what are called De- 

rtrnental Banks. They are established by 
Royal Ordinance in conformity with a general 
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law. ‘Ten of these were in existence in 1840. 
They are permitted to issue notes of as low a de- 
nomination as 250 franes, or 47 dollars of our cur- 
rency. But the memory of the assignats is so 
fresh in the minds of the French people, that 
these banks find it impossible to throw much pa- 
per into circulation, 

The great mass of the banking business proper, 
is done in France by private bankers who issue 


_no notes to serve as a currency, and who are re- 


sponsible in the whole extent of their estates for 
all their engagements. 





BRITISH BANKING. 


In Great Britain and Jreland, the banking 
business is divided among the corporate banks, 
the joint stock banks, private bankers who issve 
notes to serve as a currency, and private bankers 
who restrict themselves to receiving deposits, dis- 
counting notes, and dealing in exchanges. 

The incorporated banks are only five in number; 
namely, the Bank of England, the Bank of Ire- 
land, and three banks which were, many years 
ago, established in Scotland. 

The joinst stock banks are constituted in such 
a way as to enable the numerous copartners in 
each of them to act as one body, but no one of the 
copartners is thereby relieved from personal re- 
sponsibility. 

The private bankers, both those who issue 
notes, and those who issue none, are subject to 
the same responsibilities as persons engaged in 
other branches of business: and if they fail to 
comply with their engagements, commissioners, 
appointed under the bankrupt act, immediately 
take charge of their effects for the benetitof their 
creditors. 

The banks of Scotland and Ireland issue no 
notes of a Jess denomination than one pound sterl- 
ing, equal to about $4 84 of our currency. The 
banks of England issue no notes of a !ess denomi- 
nation than five pounds sterling, equal to about 
twenty-four dollars Federa] money. 

We Americans, might, if we were so disposed, 
learn wisdom from the experience of the British 
in paper money banking, They have had the 
system in operation among them for one hundred 
and fifty years, and have tried it under various 
modifications. They have now brought it to a 
state of improvement which we can never hope to 
equal in America. 

They have, (what many Americans regard as 
a panacea for all pecuniary troubles,) a National 
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Bank, and that so powerful that it supplies one 
half of the paper currency of the three kingdoms. 
—Specie payments have been sustained for twen- 
ty one years without interruption.—The country 
banks all profess to conduct their affairs on “ com- 
mercial principles,” and balances due by the 
banks to one another are discharged once in every 
three days, or at furthest once a week.—Bank- 
ing is “ free” to all who choose to engage in it. 
Any number of men, from one-or two, to six or 
six hundred, or six thousand, may unite in estab- 
lishing a bank without applying for an act of in- 
corporation.-No small notes are issued.—The 
copartners in all the banks except five, are per- 
sonally responsible for all the debts of those insti- 
tutions—"The English bankrupt act includes banks 
in its operations.—The balance of payments is 
always in favor of England, except when the har- 
vest falls short, when the Government subsidizes 
foreign powers, or when the money lenders ex- 
tend too far their dealings in foreign stocks. 

And yet the system produces so much evil, 
that no less than three Committees of Inquiry 


have, within a few years, been instituted by the - 


Parliament: and hardly a month elapses with- 
out some new project being suggested to mitigate 
the misery it occasions, All such efforts must 
prove fruitless. The fault is in the very foundation 
of the system—in the kind of paper which forms 
its basis. ‘Till the British put an end to the issue 
of notes and drafts passing by mere transfer, and 
which though always (nominally) payable, are 
never paid, they will have nothing but a series of 
expansions and contractions, the first producing 
the most delusive appearances of prosperity, and 
the second causing such severeand lasting misery 
as must to a large part of the population make 
existence hardly desirable. 





BANK DEFAULTS. 

If the reader will refer to the 4th number of 
this Journal he will find on page 55, a statement 
of defaults in 41 banks, amounting in all to $26, 
065,000. Since that time we have had to record 
the following. 


Gallipolis bank, Ohio,.........President........... $108,000 
0 gn nUdtiek 5» Canis aell GR, avhatddons Cashier... .-cccncsecc.ce sees 
Mineral Point bk, Wi-konsan.Cashier.............. 100,100 
Farmers’ bk of Va., Danville..Teller........60..00005 20,000 
Banks of « olumbas, Georgia. .Clerks......+.........100,000 
Mechanics’ & Farm. bk, Troy.Clerk ...........e2005. 10,000 
Cape Fear bk, Raleigh, N. C...Branch Cashier........ 14,000 
Western bk, Rome, Georgia,..Cashier..... ........se0000- 
State bk of [li., Springfield... .Clerk........cceeeeeenees 650 
Herkimer bk, New York,......Clerk ... cosccsccseces 70,000 
Commercial bk, New York... .Cashier.............4. 56,000 
Morris Canal bk Company... .Olficers...........ccreussceues 
Mechanics’ bk, New York.....Clerk.........0-see005- 11,000 
Eagle bank, Boston........... DOMOE 2 45 i80ae Sain at 74,000 
Penn Township bk., Phila....Cashier.............. 260,000 
Commercial bk, N. Orleans....Clerks ...........0.0.. 26, 

Towanda bk, Pennsylvania...Cashier.............. 1..0,000 
Atchafalaya bk, N. Orleans...Tetler...........0.... 150,000 
Bank at Napoleonville, La....Cashier............e.ceesee 
Exchange bk, N. Orleans..... PROGR a ces cep ucccscceeses 
Pascoag bk, Rhode Island.....Cashier................12,000 
German bk of Wooster, Obio .President .............0..4.. 
Bk of Columbus, Georgia..... Casthet cps tecscescee. 140,000 
Augueta Tne, & Bks Oo., Gals vs. vs. cccpecacdvietecs necsecce 
Augusta branch of State bk of Georgia «....6. wceceeeeeees 
Georgia Insirance & Trust Co. ......ceseccces ceeneccnvess 
2 WO OF the GRVAGNAN BADER. 0 occ ec vcccaucnecpedved<emecss 
1.a‘ayette br. of S ate bk of Ind.Cashier................ 1,000 
Planters’ bk of Tennessee.....Branch Cashier. ....... 20,000 
BK at Bt. Francisville, La........cscccescccecerceeecs 80,000 


And to these we must add the following, which, 
though they occurred before the publication of 
our fourth number, and had been recorded in a pre- 
vious number of the Journal, were omitted in the 
summary which we copied from the New-York 


Herald and Philadelphia Ledger, 

Amherst ; <a ee ee ee ee Office oasede devas toe 000 
Central Prone Georgia.. .Sub Cashier etSust eve roe 
Alabama banks..............-Sundry persons fer eenetee eer 


We will leave it to the reader to make the ne- 
cessary additions, and tell the total. Some of 
the blanks should be filled with large sums, par- 
ticularly those against the banks of Alabama and 
the Morris Canal and Banking Co, The officers 
of the latter proved defaulters to the States of 
Michigan and Indiana in the amount of millions 
—say five millions for the sake of round num- 
bers. It is not easy to calculate the amount out 
of which the Alabama banks have been defrauded 
through the connivance of officers. 

Bank defaults are, as Dr. O’Toole would say, 
“ part of the system.” We once heard the Presi- 
dent of a bank remark that he never had but one 
Cashier that did not rob him. Perhaps the offi- 
cers think that as these institutions make their 
profits out of the public in a manner not the most 
equitable, there is no great harm in their taking 
a little to themselves. Be this as it may, a line 
of distinction must be drawn between defaults 
committed and defaults discovered. Some start- 
ling disclosures would be made, if all the banks 
in the country should be called on to wind up. 
The officers and stockholders generally have an 
interest in concealing defaults as long as pos- 
sible. 





BANK FAILURES. 


In one short year we have had to record the 
failure of the following banks :— 


Names. State. Capital. 
United States bank..........- Pennsylvania. .. -$35,000,000 
CHvGrG PUAN Es Ss panwn ces Ws.cdte nent e Do... «6 eee eee «« »D,000,000 
Pennsylvania bank,.....+.+.+.0.. RG rary 2,500,000 
Mechanics’ bank... .....s.«sese00> BO i:adbojei6n ieee 1,400,000 
Penn Township bank,.......0+++DO.seeeeeeeeneees 411,000 
Manufacturers’ & Mechan. bk..... BG, oc ad ynevec¥e a 483,764 
Moyamensing bank...... +... +56++DO.se sc seeeee eens 250,000 
TOWMAUES BERR. 60.66 one cans cencces Doss s:9 008 40db ages 150,000 , 
Berks County bank..... s.seeeees DG. v's.na, dn @e> nde ver 49,000 
West Branch bank...........+.... BOs ocebine ctpacens 100,000 
Commercial bank............+ New-York. .... +00. +. 500,000 
North Am'n Trust & Bkg. Co....Do........... + 3,285,000 
Washington bank..... .....0565- DO. os ccvecccevess 100,000 
Bank of Buffalo............s50000- DOs ewe te Postar 200,000 
Commercial! Bank of Buffalo......-Do... 0.6.0. 0c00ss 400,000 
Fig Oe SORA «v= ne'n pea sp Gane en tan TOD: <0 Veatces caine a0 100,000 
Commercial bank of Oswego...... Do. «+ esse eens e+ + 250,000 
Farmers’ bank of Orleans........-Do.......se.s005: 299,180 
LS PEretts DERE. «otc uscesse ese Dlcadénonsd seme 500,000 
Watervliet bank... ....ccsgesees08 BRe aye essteseap se 250,000 
Clinton County bank... .. 0.0.00. +DO. .ccvesccscesss 200 
New York Banking Co...........- EES cua'vinn da salee <6 35: 
Farmers’ Bank of Amsterdam..... TIOGA: phn bite Giclee 100,085 
Farm. & Mech. bk of Rochester. ...Do............... 100,000 
Bank of Lewis Co........ ...e00. DS sbiiiekisiwsi sox 100,000 
St. Laurence County bank........ Eis xine Mii neknn sed é 136,675 
New Hope Bridge Co..........New-Jersey........-. 319,472 
Hausatonic R. R. bank........ COMMECICNE.. 0 6-c Fe ecese cece 
Winthrop bank................ Massachusetts - «100,000 
Bank of Bennington.......... VOM > tAkecswd oes 27,730 
Agricultural bank............ Maine...........+++-- 50,000 
Stull Water hank.............+.. Osa Mire ctiiest 000 
Bank of Steubenviile......... CANED, n.0id.4s cde bee tknn 52,810 
West Union bank.............. Ed. Sav Goes ks dpurie -B0,000 
Urbana bawkic ech see cs Kd Dei sities dobente 319,699 
Newton Library bank,.......5+-DO.esseesees Goenobeccwacas 
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German Bank of Wooster.....Ohio. .. oe ee ee eee ee ee 108,654 
Bank of Hamilton. .........6.. DOvcscccueecseevece 100,000 
New Bank of Circleville ee DIG. cry Ces Oe whew kb While Wola a 
Lebanun Miami Banking Co.... -Do. Tee eee ee eee -86,491 
Farmers’ Bank of Canton... ....DO....e0.seeeeeeees 201,25 
Miami Exporting Co............ BOs 55s Ses set Bee dad 297, 
Bank of Diacin Eee 1 op ee 216,430 
Exchange Bank of Cincinnati...Do..........0ceeeeeee cave 
Alexandrian Co Fecsoevevccesd ye eee cee eee 
mE DOAN Rec on os ve wesdr cous ee 
Bank of Chilicothe evvas¥aans<i''e<uaa 495, 
Bank of Cleveland.............. Do -- 322,140 
Commercial Bk of Lake Erie.. DO. 0k onde de'sin no s'e 500,000 
re BBs teh o's cclahch «ns MORE, Dac Cac un disdud vue 
Bank of Mineral Point........ Wiskonsan..........-. 100,000 
State Bank of [llinois......... Illinois. .......-....3,446,125 
Rewl Estate belts dutteey's’« -Arkansas.......... -2,030,000 
Union Bank... .......+...+.. «Mississippi sate ab nei 5,000,000 
Chattahoochie R. R. bank....-.Georgia............-. 151,750 
Bauk of DarieD.. 6606 on eves ee ce UOe ce er ee seecee oe 00436, 185 
nk of ROME» 50.00 v0\0s'0 00> 5 e002 DOs <nccesneeecese 0,900,000 
Comttval Rue. BOG ais osc. scutes c cec ck cvcee ccs 2,016,359 
Bank of Columbus. ....... .c4+sDO ccccescecceccce, 400,000 
Bank of Hawkinsville...........DO...seccecccscccus 160,000 
Orleans bank. ........++++e+,+LOUIBIANA....cse0- os 424,700 
Morchmute Baik. «<<< oc! foes condi) Dl acces venien 1,000,000 
Im provement DANK... cece cece ee DO. cc ceeeeeee ss 1,526,169 
Brobangs bem 5 ices sas deiinns<PiOsiendw en ceiten us 968,76 
Atchaf: aya DERLhi ad ceéeen ofan -Do eee eee eee ee ee 788,000 


In all sixty-five banks, or, including their 
branches, eighty-seven, having capitals of the 
amount of $74,820,552, and the returns of capital 
not complete. 

Our Journal, the reader will recollect, was 
commenced in July 1841. In the Democratic 
Review for June, we find a list different from the 
above, and professing to give the names of the 
banks that have failed since the first of January 
1841. In it, we find the names of nine banks in 
Buffalo, and eleven banks in other parts of New 
York, twenty in all, not included in our list, hav- 
ing an aggregate of capital of $2,913,000. And, 
also, the Planters’ Bank of Columbus, Georgia ; 
capital $535,000. This will make the total of 
failures among banks, eighty-six, or, one hundred 
and eight including branches; having an aggre- 
gate capital of $78,269,052. 

. If we go back a little beyond the first of January 
1841, we should have to add, for banks and 
branches— 

40 in Mississippi.......... ..¢20,000,000 

7 900 FRMREAGR s sine soca ons cicc 4,000,000 

And we know not how many in Michigan and the 
other States. But here alone, we have a total of 
154 bank failures, including branches, and in- 
volving a capital of more than one hundred mil- 
lion dollars. Yet, so great is the slolidity of 
part of our population, that they still cling to the 
paper money system as that alone which can 
give wealth and prosperity to the country. 





EXTRACTS FROM THE PRIVATE DIARY 
OF A CERTAIN BANK DIRECTOR. 
No. XIII. 

Sunday. The text this morning was Matthew, 


Chap. xxi, v. 12, 13. 


** And Jesus went into the temple of God, and 
cast out all them that sold and bought in the 
temple, AND OVERTHREW THE TABLES OF THE MO- 
NEY CHANGERS, and the seats of them that sold 
doves, and said unto them, It is written, My 
house shall be called the house of prayer ; but 
YE HAVE MADE IT A DEN OF THIEVES,” 

The preacher was a stranger. “ Though,” said 
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he, “our Saviour while on earth, never failed to 
rebuke iniquity, wherever he met with it, in 
high and low, rich and poor, this is the only in- 
stance un record in which he evinced his displea- 
sure with sin by personal action. In the parallel 
passage in John, we are told, that ‘when he had 
made a scourge of small cords, he drove them all 
out of the temple.’ a, 
_ “ And who were these whom he drove out of 
the temple ? Among others, the money changers, 
the 6 sof that day. Of this there cau be no 
doubt, for the very word which is here translated 
changers, is in the parable of the ten tal- 
ents translated bankers: and it has its root ina 
word which signifies a bench, just as our English 
yor bank, is derived from the Italian, banco a 


“And why were these bankers driven out of 
the temple? Because they had made it a DEN oF 
THIEVES !” | 

{ heard no more. J saw plainly that the preach- 
er was going to show that paper money banking 
had made our whole country one den of thieves; 
and I quietly slipped out of the back door of the 


meeting house. 


PANIC IN NEW-ORLEANS. 

We mentioned in ovr last that the Banks of 
N. Orleans had resumed specie payments. They 
sustained them bravely for some ten or twelve 
days. But then difficulties began among the 
banks themselves, Some of them refused the 
notes of the others, and this caused the public to 
doubt the stability of them all. The run on them 
was consequently tremendous. Seven of' the 
banks in succession yielded to its force. And at 
the date of our last advices, the Union, the Loui- 
siana, the Mechanics and Traders, and the Gas 
Bank, were all that were paying specie. The cir- 
culation of the last mentioned was only $5,000. 

The Municipality notes were at many per cent. 
discount ; and general distrust and suspicion per- 
vaded all ranks of society. 


: 
INCIDENTS. 

The beautiful banking house of the United 
States Bank on Chestnut street, Philadelphia, is 
advertised for sale by the Sheriff. 

It is said that about 10,000 persons throughout 
the country have applied for the benefit of ‘the 
bankrupt law, and that their debts amount, in the 
aggregate, to about one hundred*million dollars. 

The Sheriff of Harden County, Kentucky, late- 
ly sold some cows at 37} cents each. 

Mr. Jas. 8. Shermerhorn, the Secretary of the 
Ocean Insurance Company, of New York, has 
proved to be a defaulter in an amount exceeding 
153,000 dollars. His case offers a striking illus- 
tration of the facilities our bank and corporation 
system affords for the perpetration of frauds. He 
has been carrying them on for about ten years, 
He lost the money in stock speculation, 

At St. Louis, Missouri, there has been a /itile 
paper money riot. 

Somebody has placed at the Exchange, Phila- 
delphia, a memorial to Congress, to create stock 
to the amount of 200 million dollars and distribute 
it among the States!! 
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NOTICE. 


The present number completes the first volume 
of the Journal of Banking: and with it the publi- 
cation is, to use a fashionable phrase, suspended 
for the present. The patronage we have received, 
and the state of the currency in those parts of the 
country where there is the most disposition to 
support the Journal, will not justify our issuing 
proposals to publish a second volume. 

A few subscribers, for the most part peculiarly 
situated, have not paid their subscription money. 
As our receipts will hardly cover the cost of 
printing and paper, leaving other expenditures 
out of the question, we hope they will not let the 
sinall sums due to us, escape their memory. 

The war between specie and paper money is 
but just beguo. Iu sucha condition of affairs, 
there oughd to be a Journal of Banking in which 
facts could be recorded in such a way as to be 
easily referred to hereafter, and questions discussed 
without reference to personal or party politics. 
But no Journal of Political Economy or Statistics, 
in either Europe or America, that we iiave been 
able to hear of, has ever repaid expenses; and 
we must of necessity seek some other pursuit. 

From different quarters, east, west, north, and 
south, we hear that our labors have had a salutary 
effect; and we regret that it is not in our power 
to complete our original plan. We wished par- 
ticularly to bring dowa the History to the pre- 
sent time. ‘The continuation would prove both 
interesting and instructive. We wished a!so to 
offer a series of essays on the moral character of 
the Banking System, leaving out of view all 
questions of mere expediepncy—to give further 
thoughts on the True Principles of Commercial 
Banking—to discuss various questions connected 
with the Science of Currency that have as yet 
been but slightly touched upon-——to communicate 
various particniars respecting the banking and 
paper money systems of other countries—to treat 
of the question of-s.equitable adjustment” of debts 
—and to give some.general tables which we have 
on hand, and which -would prove highly useful for 
reference. 

But there 1s no effective demand on the part of 
the public at large, for this kind of reading, and 
our own pecuniary means are so limited that we 
can no looger labor in a business which affords us 
no remuneration. 

. 


SUBSCRIBERS’ NAMES. 


In the 19th No. of this Journal, we intimated 
that we had some thoughts of publishing a list of 
subscribers at the end of the year, if we could 
make room for it. We regret that we have not 
room for it. It is, we think, a highly respectable 
list. In saying so, we do not estimate respecta- 
bility by the length of a man’s purse or by the 
station he occupies in society; but by his moral 
character and intelligence. We intended our 
Journal especially for farmers and mechanics and 
others who earn their bread by the sweat of the 
brow, and we take pride in saying that we have 
the names of a considerable number of them on 
our subscription list. 


ee 
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Bat our list is not confined tothem. We have 
on it the names of a number of professional men. 
Of Doctors of Medicine so many that we could 
not but express our surprise thereat, till informed 
that gentlemen of this profession are usually fond 
of political economy. OF Doctors of Divinity, we 
have the names of very few. Though political 
economy, as a branch of moral science, falls pro- 
perly within the range of the professional studies 
of the clergy, they, as a body, strangely neglect 
it, and of the most important branch of this study, 
The Science of Currency, most of them are de- 
petty ignorant. Of gentlemen of the bar, we 

ave, of course, a goodly namber. Of members 
of Congress about eighty, besides many who have 
been members of Congress, and many others who 
will be. We have also the naines of some five or 
six gentlemen who have filled cabinet offices in 
the United States Government, and those of one 
or two who have oecupied even higher stations, 
To these we add the names of many who fill, or 
who have filled distinguished stations in the State 
Governments; the names of some of the embassa- 
dors of foreign powers, and lastly the names of 
some of the most distinguished literary characters 
in the country. 

The opinion that dissatisfaction with the pre- 
sent banking system is confined to those whose 
own hard fortune has made life bitter to them, is 
not confirmed by our subscription list. There is 
on it a full proportion of large (solid) capitalists. 

The whole number of our subscribers, it may 
not be amiss to mention, is between fifteen and 
sixteen hundred, about twice as many, as well as 
we can ascertain, as have ever been obtained for 
any other Journal of Political Economy or Statis- 
ties. This we are disposed to attribute, not to 
our Journal being twice as good as some that have 
preceded it, but to itsbeing twice ascheap. The 
subscribers are scattered through afd the States 
and Territories. This number would have more 
than paid the mere costs of publication, if we had 
not been obliged to ineur some extra expenses, 
through our want of knowledge of the number of 
copies we should be called on to supply. 


P. S. Asanumber of Bank Presidents and other 
Bank officers are subscribers tothe Journal, the list 
of names would not, if published, be an unerring 
index to those, who in different parts of the coun- 
try, sincerely, and of full heart, desire to see our 
banking system thoroughly reformed. 





COMPLETE SETS OF THE JOURNAL. 


We have on hand some complete sets of the 
Journal of Banking which we can put up in such 
form that they would probably reach the most dis- 
tant post offices in excellent condition. 

The price will be the same as at first; namely, 
for one copy $1.50: for four copies, $5: for ten 
copies, $10. Copies half bound, with leather 
backs, and gilt lettering, will cost 25 cents, each, 
additiona:. If orders for them should be sent on 
immediately, they could be forwarded to Wash- 
ington before the close of the present session of 
Congress. 
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«J have labored,” says Mr. Carey, who 
was embarked in the same cause, “ under a 


“most discouraging destitution of materials. 
Those whose province it was to furnish. 


them, have most cautiously forborne from 


the communication, in the most extraordi- 


, manner.”’ 


' 1 another sentence, he says, “ the obliga- 


tion of secresy in banking transactions, pre- 
oo a writer who undertakes the defence 
of such an institution, from many of the most 
important data, on which his reasoning may 
eee ee ee Were | 
possessed of a statement of the specie in the 
different banks of Philadelphia—and were it 
proper to disclose it.”’ 

For many years this veil‘of mystery was 
not removed; if, indeed, it can now be said 
to be removed. . ‘*I have found,” said ‘A 
Friendly Monitor,’ writing in’ 1819, ‘* con- 
siderable embarrassment in obtaining the 
most simple information in relation to the 
Bank (that is the second Bank of the Uni- 
ted States.) If] ask a director, the seal of 
his finger is significantly impressed on his 
lips. There is a species of masonry in bank- 
ing which to a certain extent is highly pro- 
per and necessary. It implies a mutual 
pledge among the directors, that nothing 
shall be divulged which may be prejudicial 
to the interests of the Bank.” 

Before the suspension of specie payments, 
no regular returns were received by the legis- 
lature of Pennsylvania from the banks in this 
commonwealth. Since that time, accounts 
have been published annually: but as the 
Bank of Pennsylvania and the Bank of North 
America have in many years made no re- 
turns, it is impossible to give a general table 
from which indisputable conclusions might be 
drawn. 

In some of the other States, the difficulty 
of obtaining satisfactory accounts of the ex- 
tent of bank operations, is more difficult than 
in Pennsylvania. During the great excite- 
ment of 1818-19, Mr. Niles made an effort 
to collect information respecting all the banks 
then in existence; but, though his corres- 
pondence was very extensive, he does not 
appear to have succeeded in his object; for 
the tables which he gave notice of his in- 
tention of publishing, do not appear in his 
Register. 

In 1820, Mr. Crawford, who was then 
Secretary of the Treasury, made a report on 
the state of currency, in connexion with 
which he gave a table intended to show the 
amount of capital paid in, the notes in cireu- 


“lation, the public and private deposits, and 
Q* 
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the specie in the banks in 1819. Mr. Niles, 
on publishing the table said, ‘it will be seen 
the preceding returns are very imperfect—as, 
for instance, the capital paid in, in Maryland, 
is given at 86,290, whereas it is nearly eight 
millions of dollars. Several of the other items 
I know, from various documents in my pos- 
session, are pretty nearly correct; yet some 
are also much deficient.” 

Mr. Gallatin, who was for many years 


‘Secretary of the Treasury, published, in 1831, 


« Considerations on the Currency and Bank- 
ing System of the United States.” A com- 
parison of his estimates with those of Mr. 
Crawford, will show the difficulty there is 
in arriving at a satisfactory conclusion. 

Mr. Crawford’s estimate of the amount of 
notes in circulation, is as follows: 


WR oy en ete here eee 62,000,000 
BOSE, Clea wach 5 ccoct aanPabakuesse 110,000,000 
BAED sani nse cia 0's: « cgpiana eee ta 45,000,000 
Mr. Gallatin’s estimate is as follows : 
1919 2 SSE $22,000,000 
ORG ic hes indy ORs Geos Re 45,000 000 
TOE hi Sel on caus arene 63,000,000 
YORON I Clo cave Reet ve ee -44,863.349 
1890,. .ccevscccses ** oo eesece ose se 0O1,393,608 


Mr. Gallatin appears to have had more 
data than Mr, Crawford, but his tables are, 
notwithstanding, so imperfect, that variations 
of from five to twenty-five per cent. may 
take place in the amount of currency, which 
they afford no means of ascertaining. 

To collect and arrange the accounts of five 
or six hundred banks which are, or which 
have been, scattered through twenty-four 
States and two or three Territories, would 
be no easy task. 

If we had all these accounts collected and 
arranged to our hand, a question might arise 
as to the sense in which they should be un- 
derstood. ‘There is an ambiguity in many 
bank statements which renders them useless. 
The word ‘‘ cash,” under the pens of some 
bank officers, contracts and expands its mean- 
ing with as much facility as bank medium 
contracts and expands its amount. Some- 
times it includes ** mint certificates,’’ because 
cash can be got for them in the market. 
Sometimes, in the case of a country bank, it 
includes city bank notes, because they are to 
the country bank * as good as cash.’’ Some- 
times cash and ‘ bills of exchange” are 
lumped together. 

If all ambiguity were removed from bank 
statements, another question might arise, and 
that is, how far they are to be depended upon. 
We have seen a committee of the legislature 
of North Carolina accusing one of the banks 
of that State of rendering a false account of 
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the specie in its vaults; and a committee of 
the legislature of Connecticut accusing one 
of the banks of that State of giving a false 
statement of the amount of notes in circu- 
lation. " 

No doubt, the accounts of many banks are 
fairly rendered, but it is impossible, in a 
general view of the subject, to say how many 
bank returns are faithful, and how many are 
not. ‘There may be a literal exactness in the 
returns, and yet some fact may be suppressed, 
which, if generally known, might entirely 
change the impression the public receives 
from a bank document. ‘1 could,” says a 
writer in a Portsmouth, New-Hampshire, 
paper, ‘*name more than one bank in this 
State, where a considerable portion of the 
debts mentioned in the return, were worth 
nothing ; and much of the specie was bor- 
rowed from individuals or banks, laid in the 
vaults those two days, and then returned to 
the owners with the seals unbroken.”’ The 
author of a pamphlet published at New-York, 
in 1828, entitled ** A Peep into the Banks,” 
objected to a new law of that State, requiring 
the banks to make semi-annual returns of the 
amount of specie in their vaults, for the fol- 
lowing reasons. * It is well known, that in- 
stitutions which, heretofore, have been re- 
quired to make these exhibitions, have pre- 
pared, previous to the period of making them, 
to present as favorable statements as possible. 
If all the banks in the State are to do so, it 
will produce a semi-annual pressure for mo- 
ney. Paper, payable a short time previous 
to these periods, will be discounted freely, 
when a general curtailment will be made. 
The notes and bills payable out of the State, 
will obtain a preference, that thereby funds 
of specie, in Philadelphia, Boston, &c., may 
be made for a few days the property of banks 
in this State. In this and other contrivances, 
the officers will be employed to make a dis- 
play of that which has no permanent exist- 
ence.” 

There is another question. Do even the 
directors know, in all cases, what is the 
exact state of a bank ?—There are not in the 
city and county of Philadelphia, any men 
more astute in what regards their own inter- 
ests, than certain directors of the Bank of 
the Northern Liberties ; yet a sum equivalent 
to the whole capital of the institution, was 
taken from it by some of its clerks and their 
ecoadjutors out of doors, without any of the 
directors, the president, or cashier, being 
aware of the fact. The case of the City 
Bank of Baltimore, was still more remark- 
able. It had what was called a ‘*solid’’ capi- 
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tal of 800,000 or 900,000 dollars, and its 
credit was good. But about the time Mr. 
McCulloh was removed from the ecashiership 
of the United States branch, the cashier of 
the City Bank found it necessary to resign. 
An investigation was then made by a com- 
mittee of the stockholders, and it was found 
that all the persons employed in the Bank, 
with the exception of one clerk and the por- 
ter, had made free with its funds. The over- 
drafts of the cashier amounted to $166,548 85: 
those of his particular friend to 185,382 dol- 
lars; those of one clerk to about 30,000 dol- 
lars; those of a second clerk to $15,082 70; 
and those of a third clerk to $6,324 99.* 

It is to be hoped that most bank officers 
are every way worthy of the trust reposed 
in them ; but even then we cannot be sure of 
the accuracy of their accounts. As is remark- 
ed by Governor Wolcott, ‘the stations of 
president, cashier, teller and book-keeper, 
are incompatible, and yet some two or more 
of them are united in the same persons, con- 
trary to established maxims of accountability, 


_ prudence, and even justice to the individuals 


who are so intrusted. If, at the close of the 
hours of business in every day, full accounts 
of all the funds issued, and of securities ob- 
tained and discharged, are not immediately 
stated, their accuracy ascertained, and their 
results extended into records, which are reg- 
ularly continued, by persons whose peculiar 
duty it is to note all these facts, according to 
established forms; then the transactions of 
different days will be blended, and soon all 
individual responsibility will be irrecoverably 
lost.”’ 

While so much obscurity and so much un- 
certainty hangs over bank records, the reader 
will be content with an abstract of the tables 
of Mr. Gallatin. We have been for seven 
years collecting the accounts of the banks, 
but so little suecess has crowned the labors 
of Mr. Crawford, Mr. Gallatin, and Mr. 
Niles, that we do not think it worth while to 
arrange our own materials, 


Number of Banks in operation at different periods, and num- 
ber of Banks that failed, or discontinued business, from Ist 
January 1811 to Ist January 1830. 


1811. 1815. 1816. 1820. 1830. Broften 


Banks. 

Massachusetts, 15 21 26 28 66 6 
Maine, 6 8 14 15 18 8 
New-Hampshire, 8 10 10 10 18 2 
Vermont, ] 10 
Rhode Island, 13 4 16 20 47 1 
Connecticut, 5 10 10 8 13 2 
New-York, 8 26 27 33 37 10 
New-Jersey, 3 Il 11 14 18 7 

piidbcehecianl delights es etnies” alendatenie’ 

58. 100 #114 #139) 27 36 

* Niles’ Register, October 30th, 1819, . 
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We have another list, which contains the 
names of twenty-eight broken banks not men- 
tioned in Mr. Gallatin’s table, viz: one in 
Massachusetts, one in Maine, three in New- 


‘York, three in Pennsylvania, one in Dela- 


ware, one in the District of Columbia, two 
in Virginia, one in Georgia, four in Ken- 
tucky, eight in Ohio, one in Indiana, one jn 
Illinois, and one in Michigan. Even this, 
however, does not appear to be complete. 
No list has yet been published of the number 
of banks in operation in the the first six 
months of 1818, which was the time the 
mania reached its height; and Mr. Gallatin, 
with all his industry, has not been able to 
give a complete list of all the banks which 
were in operation in the years mentioned in 
the above table. ‘There were, for example, 
two if not three banks in Missouri in the year 
1820. 

Mr. Gallatin’s estimate of the capital of 
the banks, the notes in circulation, and spe- 
cie in their vaults, at different periods, is as 
follows : 


Capital. Circulation. Specie. 
Ist Jan. 1811, $52.610,601 $28,100,000 $15,400,000 
1815, £2,.259,590 45,500,000 17,000,000 
1816, ’ 89,822.422 = 68,000,000 = =—-:19,000,000 
1#20, 137,110,611 44,863,344 19,820,210 
1#30, 145,192,268 61,323,898 22,114,917 


In making these estimates, Mr. Gallatin 
was forced to guess at the amount of specie 
possessed by, and the amount of notes circu- 
lated by, thirty-eight banks in 1811, eighty- 
eight banks in 1815, one hundred and twelve 
banks in 1816, ninety-five banks in 1820, 
and forty-nine banks in 1830. Where he 
had returns they were not all of the same 
dates, and in some years the returns were 
from but little more than half the whole 
number of banks. After all, his guesses 
may be as near the truth as some bank state- 
ments. 


t Including five Branches. 
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Peecet Severts) BD: WP 2b A SS Nothing is more certain than. political 
ne on) rt oh A economy. Nothing is more uncertain than 
Maryland, 6 17°90 4 1 9 political arithmetic. 
Vin a EB Re 3 Bank statements, taken by themselves, are 
Bern Cendine, Bo he oh too vague to be made the basis of an “— 
Georgia, * ys SF Fees. ge! cig ment. We have, however, throughout this 
eat Bal Bake Gis Seoae book, received them without dispute, because 
Mississippi, bes sh trd we believed them to approximate sufficiently 
pone: i & «~~ 43! near the truth to serve the purposes of illus- 
pee Ly BR Ry (A tration. Abstract signs would, if generally 
Iinois,’ | 2 2 understood, answer the same end. Bank 
Mlgwouth. J . statements may be used with this view, 


though, taking them in the aggregate, they 
may not be worthy of implicit confidence. 
That the banks should make such reports as 
will place their operations in the most fa- 
vorable light, is natural. : 

If any think differently, and are disposed 
to reason @ priori with bank statements for 
their basis, we hope they will avoid the error 
of some modern writers, who have repre- 
sented an increase of some eight or ten mil- 
lions in the circulation of a single bank in 
a year or two as quite gradual and mod- 
erate. If Mr. Gallatin is correct in his con- 
jecture, that the whole amount of medium, 
bank notes, bank credits, and specie in cir- 
culation, is but one hundred and ten or one 
hundred and twenty millions, an increase of 
ten or twelve, or fifteen per cent., in one 
of these components of the currency, must 
have a very considerable effect on prices. 
This able writer is confident that the amount 
of notes in circulation did not exceed thirty 
millions in 1811, forty-seven millions in 
1815, and seventy millions in 1816: yet 
this he thinks, and he probably thinks justly, 
is quite sufficient to account for the deprecia- 
tion of the currency. He agrees with Mr. 
Crawford in the opinion, that the notes in 
circulation were not reduced to aless amount 
than forty-five millions in 1820; yet his 
judgment is, that the numerous failures 
which preceded the year 1819, or which 
have since taken place, have been princi- 
pally owing to the operations of the banks. 

Full and correct accounts of the condi- 
tion of the banks would be useful: but, 
to those who understand principles, they 
are not indispensible. The effects of 
banking are inscribed on every page of 
our country’s history, from the year 1783, 
up to the present day. Those who 
have been in business can speak of these 
effeets from their own experience. Those 
who have never been in business, have 
only to open their eyes, and they will 
behold the effects of the system in the con- 
dition of different classes of society. 
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Many of the operations of the system 
are such that they cannot be embraced in 
the annual reports made by the banks to the 
legislature. Fluctuation of prices is but one 
of the evils of paper money banking, and 
that not the greatest. If it were possible 
for a metallic currency to vary in amount 
as bank medium varies, such variations 
would be limited in their effects, for they 
would not operate on a false and super-ex- 
tended system of credit, nor would the evil 
be aggravated. by the machinations of irre- 
sponsible boards of directors. Paper money 
must be regarded as the foundation of the 
American Banking System, since the found- 
ers of banks would not, if they were pre- 
vented from issuing paper money, accept of 
charters; but this paper money does less 
evil as an uncertain medium of commerce, 
than is produced by its being made the in- 
strument by which the foundation is laid for 
a false and super-extended system of credit, 
and by its giving to corporations a power 
which enables them to exercise an influ- 
ence on society nearly as great as that which 
was exercised by feudal lords in the middle 


ages. 


CHAPTER XXIV. 
General Reflections. 


Our American Bankers have found that 
for which the ancient alechymists sought in 
vain; they have found that which turns 
every thing into gold—in their own pockets; 
and it is diffieult to persuade them that a 
system which is so very beneficial to them- 
selves, can be very injurious to the rest of 
the community. ‘They exclaim, as perhaps 
some of the rest of us would exclaim, if we 
were in their situation, ‘* every thing goes on 
very well:’’ thus verifying the remark of 
Say, that ‘*some persons who, under a vi- 
cious order of things, have obtained a compe- 
tent share of social enjoyments, are never in 
want of arguments to justify to the eye of 
reason such a state of society. If the same 
individuals were to-morrow required to cast 
anew the lots assigning them a place in 
society, they would find many things to 
object to.’ 

Not a few who have no interest in banks, 
are equally devoted to their support. They 
appear to think that if bank notes were with- 
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drawn, there would be no mon y i | the — 
country—no credit—no trade. Th ~~ = 
a vague notion that the wealth o . 
ys is meebintly if not entirely, owing 1 

“This is not surprising. The in tution 
to which men have long been 
they believe to be necessary to social ord 
Church establishments were once regardec 
in this light, and hereditary nobility a 
The distinguished writer whom we — 
just quoted, says: ‘Certain ine idu 
who have never caught a glimpse of ar 10} 
improved state of society, boldly ane 
it cannot exist: they acquiesce in estab 
evils, and console themselves for their e: 
ence by remarking that they could not f 
sibly be otherwise—in this respect remix 
ing us of the Emperor of Japan, who thougt nt 
he should have been suffocated with laugh-_ 
ter on hearing that the Dutch had no king. | 
The Iroquois were at a loss to conceive 
wars could be carried on with success, at 
prisoners were not to be burnt.” 

Some of our countrymen who are aw 
of the evils of the Banking System, seem ae 
think all discussion of it superfluous, appa-— 
rently regarding it as a system so 
rooted that it must exist in perpetuity. What | 
always has been, always will be; but we 
know of no reason why banking should Re: 
exempt from the vicissitudes which y 
attend human institutions. Banking w 
convertible paper, has been known in 
land for about one hundred and forty yea 
and in the United States for oa sm 
England, in prohibiting the issue o notes 
of : less Se aia twenty-four dol- 
lars, has begun to retrace her steps. In the 
United States we are far behind England in 
this respect, yet bank notes may, fifty years 
hence, be found only in the cabinets of the 
curious. ‘The penny notes which were is- 
sued by the Bank of North America, about 
the year 1790, are already regarded as rari- 
ties by the virtuosi. 

Banking, it must be admitted, is deeply i in- 
terwoven with all the business, the interests, 
operations, and even the rights of oak 
public and private. But so was the feu 
system, which had an effect, in the middle 
ages, similar to that which the paper system 
has in modern times. Like the feudal sys- — 
tem, the paper system divides the commu- — 
nity into distinct classes, and impresses its — 
stamp on morals and manners. In the pro- 
gress of society it may be as necessary to 
pass through the one as it was to pass thro 
the other; but the feudal system is giving 
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way in Europe to enlightened reason, and it 
may, at least, be hoped, that the paper sys- 
tem will not last forever in America. 

The comparison some writers are fond of 
making between paper banking and steam 
power, is—only a comparison. It is not an 
argument, and it is not, in all respects, just, 
even as a comparison. Steam power is és- 
sentially good. Paper monéy banking is 
essentially,bad. Against accidents in the use 
of steam, effectual guards may be provided. 
No ehecks which can be devised, can make 
paper credit banks innoxious. 

We may amuse ourselves by contriving 
new modes of paper banking. We may 
suppose that a kind of money which has 
been tried, in various forms, in China, Per- 
sia, Hindostan, ‘Tartary, Japan, Russia, 
Sweden, Denmark, Austria, France, Por- 
tugal, England, Scotland, Ireland, Canada, 
the United States, Brazil, Buenos Ayres, 
and which has every where produced mis- 
chief, would, if we had tHe control of it, be 
productive of great good. 
is true, that paper money has always pro- 
duced evil, but it is because it has not been 
properly managed. But, if there is not 
something essentially bad in factitious mo- 
ney, there seems to be something in human 
nature which prevents its being properly 
managed. No new experiments are wanted 
to convince mankind of this truth. 

Any new paper money that we may de- 
vise must be issued either by individuals, by 
corporations, or by the government. If it 
should be issued by individuals, it would not 
be a new experiment, for that has been tried 
in Scotland. Of the result, an eye-witness 
shall speak for us. Mr. MecCulloh, in his 
Historical Sketch of the Bank of England, 
recently published, says, ‘‘ the example of 
the Scotch banks may here be referred to. 
They are most liberal of their advances so 
long as they conceive they run no risk in 
making them; but the moment alarm and 
discredit begin to make their appearance, 
they demand payment of every advance that 
is not made on the very best security ; they 
cease, in a great measure, to discount; and 
provide for their own safety, by ruining 
thousands of their customers.” 

Such must ever be the effect of ‘* convert- 
ible” paper. Commercial credit is an ex- 
cellent thing, but it requires metallic money 
as an accompaniment, to prevent its being 
carried to excess. 

If we give to corporations the power to 
issue paper money, we produce other evils. 
The very act of establishing a money corpo- 
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We may say, it 


ration destroys the natural equilibrium of so- 


ciety. As i8 remarked by Raymond, ‘*sound 


policy réquires that the natural equality of 
men should be preserved as far as practica- 
ble: and it is the duty of government to pre- 
serve this natural equality, so far as equal 
laws, and equal rights and privileges will 
preserve it; to keep all the members of the 
community as distinct and independent as 
possible; to preserve the individuality of 
the citizens, and to discourage, as far as 
practicable, all associations for the purpose 


of giving to those combined an artificial 


wer.” 

On the subject of paper issues by govern- 
ment, the warning voice of Alexander Ham- 
ilton may be heard. His words are—** The 
emitting of paper money.is wisely prohibited 
to the State Governments, and the spirit of 
the prohibition ought not to be disregarded 
by the United States Government. “Though 
paper emissions under a general authority, 
might have some advantages not applicable, 
and be free from some disadvantages which 
are applicable, to the like emissions by the 
States, separately, yet they are of a nature 
so liable to abuse—and it’may even be aflirm- 
ed, so certain of being abused—that the wis- 
dom of government will be shown in never 
trusting itself with the use of so seducing 
and dangerous an expedient. In times of 
tranquillity it might have no ill consequence ; 
it might even perhaps be arranged in a way 
to be productive of good: but in great and 
trying emergencies, there is almost a moral 
certainty of its being mischievous.”’ 

Government issues of paper would be 
incentives to extravagance in public ex- 
penditures in even the best of times; would 
prevent the placing of the fiscal concerns of 
the country on a proper basis, and would 
cause various evils. Nor is a system of 
banking in which the government should 
deal in exchanges, after the manner of the 
Bank of the United States, at all desira- 
ble. It would be as reasonable in a man 
to wish his flour transferred from Pittsburg 
to Charleston by the public authorities, as to 
wish his money transferred through such a 
medium from St. Louis to Philadelphia. ‘To 
manage its own fiscal concerns, and manage 
them well, is as much as is in the power of 
any government. ‘The financial operations 
of the United States Government should be 
limited to the collecting, safe-keeping, and 
disbursing of the public moneys, and the 
transferring of them from the places where 
they are collected, to the places where they 
are disbursed. Further than this, govern- 
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ment should have no more concern with 
banking and brokerage, than it has with ba- 
king and tailoring. 

Why should ingenuity exert itself in de- 
vising new modifications of paper banking ? 
The economy- which prefers fictitious money 
to real, is, at best, like that which prefers a 
leaky ship to a sound one. With private 
bankers, trading on. metallic money, and 
with public offices of transfer and deposit, 
we can secure all the good of the present 
system, and get rid of all the evils. 

A reform will not, however, be accom- 
plished, as some suppose it may, by grant- 
ing charters to all who apply for them. It 
would be as rational to attempt to abolish a 
political aristocracy by multiplying the 
number of nobles.. ‘The one experiment 
has been tried in Germany, the other in 
Rhode Island. 


Competition in that which is essentially 


good—in farming, in manufactures, and in 


regular commerce, is productive of benefit : 
but competition in that which is essentially 
evil, may not be desirable. No one has yet 
proposed to put an end to gambling by giv- 
ing to every man" the privilege to open a 
gaming-house. 

**It has often been said,’ remarks the an- 
thor of ‘A Peep into the Banks,’ ‘that the 
évils of banking will work their own cure ; 
and this doctrine has been advanced years 
ago. ‘The evils have continued, and even 
increased, without the cure so long promised 
being produced. But even admitting the 
cure to the extent to which it is maintained, 
is it wise to create a disease, because a cure 
will be effected? Is not prevention better 
than cure? Is it desirable that confidence 
should be placed in the responsibility of per- 
sons and companies, and to suffer loss in or- 
der to shake the confidence of the community 
respecting all securities? ‘The doctrine is 
so absurd, that it might be doubted whether 
it ever had any real advocates. ‘The idea 
has been advocated upon the presumption 
that whenever incorporated companies could 
not make interest for their capitals, no more 
would be applied for. This, however, is 
not the fact, inasmuch as the generality of 
applications have not been with a view of 
investing, but on the contrary, of creating 
capital. It is, therefore, futile to calculate 
upon a cure being effected by the small divi- 
dends such companies may make, as that is 
not the object of pursuit. So long, therefore, 
as there are any persons wanting capital, we 
may expect there will not be wanting appli- 
cants for the power to create capital. ‘THE 


EVIL WILL BE CURED BY ITSELF, AS A NATU- 
RAL DISEASE IS ENDED BY TERMINATING IN 
pratH. When a total annihilation of all 
credit takes place, and public confidence is 
destroyed, then the evil will terminate by 
self-destruction.” ye 

A bad system cannot be abolished, and a 
good one established in its place, without 
exertion: but the necessary labor will not, 
perhaps, be as great as many imagine. ‘The 
common-sense notions of money have never 
yet been obliterated from the minds of the 
great body of the people. ‘The sophistry of 
the bank men silences, but does not satisfy 
them. They may feel themselves unable to 
reply to the ingenious arguments of the ad- 
vocates of paper medium, but they think 
within themselves, with an honest old Ger- 
man farmer of Pennsylvania, ** You may say 
what you will, but paper is paper, and mo- 
ney is money.”” ‘Thousands of them know 
the evils of banking by personal experience. 
‘Thousands of others have seen the effects of 
the system displayed in the ruin of their 
neighbors. 

‘The power is at present in the hands of 
the bank interest, but by exertion the seat of 
power may be changed. If our leading poli- 
ticians should be as zealous on this question 
as they have been either for or against the 
tariff, that want of inclination which is the 
only real obstacle to the establishment of a 
sound system of credit and currency, will be 
overcome. Great difficulties may be en- 
countered at the outset, but they will yield to 
zeal and perseverance. Nine Americans in 
ten, if not ninety-nine in a hundred, have an 
interest in the downfall of the paper money 
and money corporation system, and it is im- 
possible for them not to see, sooner or later, 
where their true interest lies. 

For the salvation of the country, we must 
look to the farmers and mechanics. The 
mereantile classes are so entangled in the 
meshes of the banks that they cannot yield 
much assistance. For similar reasons, little 
must be expected from public journals in 
the towns where banks are in operation, 
If the editors are not in debt to these in- 
stitutions, they are dependent, in a great de- 
gree, on the patronage of the bank interest 
for support: and it would be unreasonable 
to wish them to sacrifice the means of sub- 
sistence of themselves and families to pro- 
mote a publie object, while the great body 
of the public is disposed to make no sacrifice 
at all. 

The good work should be begun in the 
country, where there is the strongest motive 
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then begin to distinguish between cash and 


credit: and public opinion will operate with 
so much force on the State Governments, that 
they will, one by one, take the necessary 
measures for supplanting paper money by 


Proceeding gradually in winding up the 


affairs of the banks, the stockholders will get 
the real worth of their stock, whatever that 
may be, and more than this they are not en- 
titled to. Many of the officers of banks will 
be subjected to little inconvenience, as it is 
to be presumed, that, under a better system, 
their talents and industry will insure them 
as ample a reward as they receive at pre- 
sent. 

When the work is done, the condition of 
the country will be very different from what 
it would have been, if paper money and mo- 


ney corporations had never been known. A» 


system which has been in operation in dif- 
ferent forms, for more than one hundred and 
forty years, must, by this time, have affect- 
ed the very structure of society, and, in a 
greater or less degree, the character of every 
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member of the community. It may require 
one hundred and forty years more, fully to 
wear out its effects on manners and mo- 
rals. | | 

In getting rid of paper money and money 
corporations, we shall not get rid of that 
principle of evil, in which they have their 
origin : but we shall get rid of very efficient 
instrumen/s of evil. Our political institutions 
will then have their proper influence. Con- 
joining equality of commercial privileges 
with equality of political rights, we shall no 
longer startle those philosophers of Europe 
who land on our shores, by exhibiting to 
them a state of society so different from that 
which their views of republicanism had led 
them to hope for. We have heretofore been 
too disregardful of the fact, that social order 
is quite as dependent on the laws -which 
regulate the distribution of wealth, as on po- 
litical organization. Let us remove these 
excrescences by which our excellent form of 
government is prevented from answering its 
intended end, and our country will become 
‘THE PRAISE OF ALL THE EARTH,” 


_ 


NDIX. 


BANK OF NORTH AMERICA. 


The opinion the Pennsylvania Legislature of 
1786 had of grants to ccrporations, may be judged 
of by the following extract from a speech by Mr. 
Smilie. 


“'There are charters so sacred that they can- 
not be revoked. But there is a material distinc- 
tion between charters, and the opinions of many 
have been wrong on that head. When once an 
error is taken up, men go on a long time in delu- 
sion. ‘There are many things which we now con- 
sider as absurd, which were formerly venerated, 
for want of being properly considered. The doc- 
trine of hereditary right, which is now held odious, 
was once deemed sacred. ‘There is a strong rea- 
son why persons from Europe are so highly pre- 
judiced in favor of charters. In the twelfth and 
thirteenth centuries, Europe was in the lowest 
state of vassalage—the people were in some mea- 
sure rooted to the soil, and sold with it. While 
affairs were in that situation, the kings and power- 
ful barons granted charters of incorporation to 
towns ard cities, thereby exempting them from 
the common vassalage of the state, and bestowing 
on them particular immunities; thus giving them 
political existence. ‘These charters were sacred, 
because they secured to the persons on whom 
they were bestowed their natural rights and pri- 
vileges. But there are, sir, charters of a very 
different nature. And here it is necessary to fix 
the point of distinction. Charters are rendered 
sacred, not because they are given by the Assembly 
or of the Parliament, but by the objects for which 
they are given. If a charter is given in favor of 


a monopoly, whereby the natural and legal rights 
of mankind are invaded, to benefit certain indivi- 
duals, it would be a dangerous doctrine to hold 
that it cannot be annulled. Allthe natural rights 
of the people, as far as is consistent with the wel- 
fare of mankind, are secured by the Constitution. 
All charters granting exclusive rights, are @ mo- 
nopoly on the great charter of mankind.” 

Mr. Lollar said, “ the House which granted it 
(the charter) entertained no idea for its being for 
a perpetuity, or of its being out of the power of 
the Assembly to alter or new-model it, as they 
might see fit. In support of this, Mr. Lollar quot- 
ed the minutes of that House, where it appeared 
that a clause had been introduced as a rider to 
the bill, for the purpose of empowering the As- 
sembly that should sit in 1789, to alter or amend 
the charter as might be necessary. This was 
rejected by twenty-seven to twenty-four, and the 
express reason assigned for the rejection was, 
that the charter of the Bank must necessarily be 
always in the power of the House.” 

“ What is all this to us?” said Mr. Morris in 
reply. “ Are we to regulate our conduct by the 
private opinions of former members of Assembly?” 

The friends of the Bank maintained, that the 
Legislature had no power over a charter once 
granted, and that the courts of law alone had 
power to declare a charter forfeited. 


There are traces of a Bank in Virginia, previous 
to the establishment of the Bank of North Ame- 
rica, but we have not been able to learn any thing 
satisfactory concerning its character. 
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